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Office of Comptroller General

1200 Senate Street
305 Wade Hampton Office Building
Columbia, South Carolina 29201
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RICHARD ECKSTROM, CPA E-Mail: cgoffice@cg.sc.gov NATHAN KAMINSKI, JR., Esq.
COMPTROLLER GENERAL CHIEF OF STAFF

November 12, 2008

To the Citizens, Governor and
Members of the South
Carolina General Assembly

I am pleased to present to the citizens of South Carolina this Comprehensive Annual Financial
Report for the State of South Carolina for the fiscal year ended June 30, 2008. The report provides
financial information about the State’s operations during the year and describes its financial position at
the end of the year. For the convenience of users, we have divided the report into three sections as
follows:

® The Introductory Section, containing this letter of transmittal; the Certificate of
Achievement for Excellence in Financial Reporting that we recently received for
our report as of June 30, 2007; a list of State officials; and an organizational chart
of State government.

® The Financial Section, including the report of the independent auditors,
management’s discussion and analysis, government-wide financial statements,
fund financial statements, required supplementary information, other combining
financial statements, and schedules.

® The Statistical Section, presenting comparative financial data and other non-
financial data.

Management assumes full responsibility for the completeness and reliability of the
information contained in this report, based upon a comprehensive framework of internal controls that
was established for this purpose. Because the cost of internal controls should not exceed the
anticipated benefits, the objective is to provide reasonable, rather than absolute, assurance that the
financial statements are free of any material misstatements.

The State Auditor and Clifton Gunderson LLP, an independent certified public accounting
firm, jointly performed an independent audit of the State’s basic financial statements for the fiscal year
ended June 30, 2008. The auditors have issued an unqualified opinion, the most favorable outcome of
the audit process.

This letter of transmittal is designed to complement management’s discussion and analysis
that immediately follows the report of the independent auditors.
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PROFILE OF THE GOVERNMENT

South Carolina extends from the Atlantic Ocean westward to the Blue Ridge Mountains,
containing over 30,000 square miles. Fortieth in geographic area among the fifty states, South
Carolina ranks twenty-fourth in population with approximately 4.4 million citizens.

As shown in the organization chart on page 15, State government is divided into three separate
branches: legislative, executive, and judicial. The State’s citizens elect the legislative and executive
branch officials. The General Assembly elects certain members of the judicial branch, including the
Supreme Court. The principal State officials currently in office are listed on page 14.

State government provides a full range of services to South Carolina’s citizens including
educational, health, social/human, transportation, public safety, regulatory, and conservation/natural
resources services. In addition, the State provides grants and loans to assist local governments,
including school districts, within its borders.

Certain legally separate entities are included in these financial statements because they
function, in essence, as part of State government. The Governor appoints the governing boards for the
Public Service Authority, a public utility company, and the State Ports Authority. The Connector
2000 Association, Inc. assists the State’s Department of Transportation on a toll road project. The
Lottery Commission transfers its net proceeds to the State for educational programs. Other entities
benefit and support institutions of higher education, provide medical malpractice insurance, and
address medical and educational needs of South Carolina’s children. Additional information on these
legally separate entities can be found in the notes to the financial statements.

South Carolina’s annual Appropriations Act includes legally adopted budgets for the
Budgetary General Fund and for Total Funds. The initial budget appears in the annual Appropriations
Act. After the budget year begins, the State Budget and Control Board, comprised of five key
executive and legislative officials, may order spending cuts if revenue collections fail to reach
predicted levels. Departments and agencies may request transfers of appropriations among programs
if the transfer request does not exceed 20% of the program budget. The Budget and Control Board has
the authority to approve additional transfers of appropriations between personal service and other
operating expense accounts. For additional information, see the notes to the required supplementary
information - budgetary.

STATE ECONOMY

South Carolina has a diverse economic base, including manufacturing, trade, health care,
services, and leisure and hospitality. Businesses have migrated here from all over the world to take
advantage of the State’s skilled labor force, competitive wages, lower-priced land, excellent port
facilities, and accessibility to markets, and in recent years, substantial tax incentives.

Overall, South Carolina has suffered by the national soaring gas prices and stagnant economy
but has seen a slight increase in job growth with total employment up 4,500 jobs, a gain of less than
1% over the last twelve months. The State experienced losses of 13,900 in construction and 5,000 in
manufacturing from June 2007. The strongest employment gains have been in the State’s service
sector which has risen from 34% of total employment to 37% during the past five years. This sector,
fueled by tourism, educational, and healthcare industries has contributed to a more diversified overall
employment base and improved income levels. During fiscal year 2007-2008, average hourly
earnings have increased by 3.4% and average weekly earnings have risen by 2.8%.

Although the State’s unemployment rate of 5.9% continues to be higher than the national
average rate of 4.6%, the State’s economy has continued to generate jobs. During calendar year 2007,
the jobless rate has fallen a half a percent from calendar year 2006. The State’s unemployment rate as
of September 2008 has increased to 7.3% based on the recent crisis in the financial markets.
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South Carolina’s per capita income for 2007 increased to $31,013, or 4.5% over 2006.
Although the 2007 increase was below the national (5.4%) and southeastern states (4.9%) growth
rates, it ranked as the highest per capita personal income growth rate for the State in the last five years.

South Carolina’s population at July 1, 2007, was 4.4 million. The State’s rate of population
growth is presently the eleventh fastest in the nation.

The South Carolina Department of Commerce was involved in recruiting 15,666 jobs and
$4.05 billion in new capital investment to the state in 2007. This showed large job creation levels in
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non-urban areas, new companies choosing to invest heavily in South Carolina and diversity in
investments.

LONG-TERM FINANCIAL PLANNING

State law requires agencies receiving 1% or more of the total annual General Fund
appropriations to provide an estimate of their general fund expenditures for the next three fiscal years.
The State Budget Office combines these expenditure estimates with long-term revenue estimates made
by the State’s Board of Economic Advisors (BEA) to create a three-year financial plan. The three-year
financial plan assists the State in strategically assessing its future financial commitments. The plan is
updated annually and provided to the State’s Budget and Control Board, the Speaker of the House of
Representatives, and the President Pro Tempore of the Senate during the second quarter of each fiscal
year.

Principal financial challenges facing state government include anticipated future spending
increases for Medicaid, State retirement and health benefits (including post employment benefits), and
elementary and secondary education.

The State’s long-term financial management practices include a five-year capital
improvement plan, which requires funding to be in place before beginning construction on any capital
improvement projects.

RELEVANT FINANCIAL POLICIES

The State’s legislature is required to adopt a balanced budget annually based on revenue
projections provided by the BEA. State law requires the BEA to meet at least quarterly to review how
actual revenue collections compare with its earlier projections, and to adjust its projections if
necessary. If the BEA reduces revenue projections significantly once the budget year begins, the
State’s Budget and Control Board is responsible for taking appropriate action to keep the State’s
budget in balance. If the Board anticipates a year-end operating deficit as a result of the BEA
reducing its revenue projections, it must first reduce amounts set-aside in the Annual Appropriations
Act for the 2% Capital Reserve. If the anticipated deficit is greater than the 2% Capital Reserve, then
the Board must reduce most agency appropriations evenly across-the-board. The State also is required
to maintain a 3% General Reserve that can be used only for eliminating a year-end operating deficit.
If the State’s budgetary General Fund subsequently experiences a year-end operating deficit even after
applying all the actions described above, the Board is required to meet within sixty days of August 31
to adopt a plan to liquidate the deficit.

Legislation also exists directing that in closing the books each year the Comptroller General
shall suspend, to the extent necessary, any budgetary surplus appropriations in a general or
supplemental act or Capital Reserve appropriations, if the State’s GAAP-basis General Fund reports a
negative unreserved fund balance.

The State’s General Fund experienced a budgetary operating deficit and a negative GAAP
unreserved fund balance for the fiscal year ended June 30, 2008. The State applied the entire Capital
Reserve Fund of $125 million, $73 million of the General Reserve Fund, and $34 million of fiscal year
2007 surpluses that had been carried over for spending in fiscal year 2008 to cover the budgetary
operating deficit.

MAJOR INITIATIVES

Finance and Budgeting

The General Assembly approved provisions for guaranteed two percent annual cost of living
adjustment (COLA) for beneficiaries within the South Carolina Retirement System and the South
Carolina Police Officers Retirement System. The legislation provides that in years when the
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Consumer Price Index, which is used to measure inflation, increases by no more than two percent,
retirees within these systems are awarded a two percent cost of living adjustment. In years when the
Consumer Price Index increase by more than two percent, the legislation establishes conditions that
must be met before these retirees my be awarded a cost of living adjustment beyond two percent up to
the total percentage increase in the Consumer Price Index or four percent, whichever is less.

The 2008-2009 Appropriations Act includes a 1% pay raise for state employees and funded
teacher’s salaries at $300 over the Southeastern average.

Reforms

The General Assembly approved the “South Carolina lllegal Immigration Reform Act.” This
comprehensive legislation provides criminal penalties for harboring and transporting illegal aliens as
well as for the possession for certain fraudulent documents. The legislation employment eligibility
verification; prohibits the employment of unauthorized aliens; and authorizes a civil right of action for
wrongful termination. Among other things, the legislation places new restrictions on receiving public
benefits; establishes a mechanism for the recording and reporting of immigration law violations;
requires the enforcement of standards of ethics in the profession of immigration assistance by private
individuals who are not lawyers; and prohibits the development of “sanctuary cities” in South Carolina
by requiring local officials to adhere to State law.

Responding to the large numbers of alcohol and drug related traffic collisions, the General
Assembly revised driving under the influence (DUI) laws this session. The legislation approved by
the General Assembly enhances penalties for the offenses of driving under the influence and driving
with an unlawful alcohol concentration and structures these penalties so that they are increased
according to the offender’s level of intoxication. Individuals convicted of drunk driving offenses are
required to complete drug and alcohol treatment plans.

Business and Economic Development

The South Carolina Educational Broadband Service Commission was established to evaluate
business proposals for leasing the excess spectrum capacity licensed to the South Carolina Educational
Television Network that will become available following the federally required conversion to digital
broadcasting.

The General Assembly approved the “South Carolina Residential Improvement District Act” to
provide a new option for financing infrastructure and other improvements needed to facilitate
development. Under the legislation, the owners of real property may request the governing body of a
county or municipality to create a district consisting of their property and impose assessments within
that district. A local government is authorized to issue bonds secured against the revenue from these
assessments in order to fund proposed improvements such as roads, sidewalks, parks, playgrounds,
recreational facilities, parking, facade redevelopment, storm water drainage projects, utilities, and
school construction or renovation.

Education

The 2008-2009 Appropriations Act provides an additional $94.5 million to fully fund the
Education Finance Act. Other important legislation in support of education includes comprehensive
legislation revising the Education Accountability Act of 1998 which replaces the Palmetto
Achievement Challenge Test (PACT) with a new accountability test. Also, the South Carolina
LightRail Consortium was created to manage access to a high speed, high bandwidth fiber optic
communications network for research and clinical work conducted by the State’s institutions of higher
learning and their research partners.

10
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Energy Conservation

The General Assembly approved a bill establishing incentives for energy efficient manufactured
homes. The legislation establishes the Energy Efficient Manufactured Homes Incentive Program to
allow an individual who purchases a manufactured home that meets energy saving efficiency standards
to receive an income tax credit equal to seven hundred fifty dollars.

Also, legislation was passed for a Fleet Management Program that seeks to improve environmental
quality in this state by decreasing the discharge of pollutants. In addition the legislation outlines that a
preference in purchasing state motor vehicles must be given to hybrid, plug-in hybrid, bio-diesel,
hydrogen, fuel cell, or flex-fuel vehicles when the performance, quality and anticipated life-cycle costs
are comparable to other available motor vehicles.

AWARDS AND ACKNOWLEDGMENTS

The Government Finance Officers Association of the United States and Canada (GFOA)
awarded a Certificate of Achievement for Excellence in Financial Reporting to the State of South
Carolina for its Comprehensive Annual Financial Report (CAFR) for the fiscal year ended
June 30, 2007. This was the twentieth consecutive year that the State of South Carolina has achieved
this recognition. In order to be awarded a Certificate of Achievement, a government must publish a
timely, easily readable, and efficiently organized CAFR. The CAFR must comply with both generally
accepted accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our
current CAFR continues to meet the Certificate of Achievement Program’s requirements and we are
submitting it to the GFOA to determine its eligibility for another certificate.

Production of the CAFR was made possible only by the support of all State agencies and
component units that supplied financial data to our office on a timely basis. We extend special
appreciation to Mr. Larry Pearce, Director of Publications and Printing at the University of South
Carolina, for providing the CAFR’s attractive cover.

Sincerely,

Citng St

Richard Eckstrom, CPA
Comptroller General

11
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Principal State Officials

LEGISLATIVE—THE GENERAL ASSEMBLY

André Bauer, President of the Senate and Lieutenant Governor
Glenn F. McConnell, President Pro Tempore of the Senate
Robert W. Harrell, Jr., Speaker, House of Representatives

EXECUTIVE

STATE BUDGET AND CONTROL BOARD

Marshall (Mark) Clement Sanford, Jr., Chairman, Governor
Converse Chellis, State Treasurer

Richard Eckstrom, Comptroller General

Hugh K. Leatherman, Sr., Chairman, Senate Finance Committee
Daniel T. Cooper, Chairman, House Ways and Means Committee

Mark Hammond, Secretary of State

Henry McMaster, Attorney General

James Rex, State Superintendent of Education
Major General Stanhope S. Spears, Adjutant General
Hugh E. Weathers, Commissioner of Agriculture

JUDICIAL
Jean H. Toal, Chief Justice, Supreme Court

The State’s citizens elect the legislative and executive branch officials named above. The General Assembly elects
certain members of the judicial branch, including the Supreme Court.
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Office of the State Auditor

Independent Auditors’ Report

The Honorable Mark Sanford, Governor
and Members of the General Assembly
State of South Carolina

Columbia, South Carolina

We have jointly audited the accompanying financial statements of the governmental activities, the
business-type activities, the aggregate discretely presented component units, each major fund, and the
aggregate remaining fund information of the State of South Carolina (the State), as of and for the
year ended June 30, 2008, which collectively comprise the State’s basic financial statements as listed
in the table of contents. These financial statements are the responsibility of the State’s management.
Our responsibility is to express opinions on these financial statements based on our audit. We did
not jointly audit the financial statements of certain agencies and component units of the State of
South Carolina, which represent the indicated percent of total assets and total revenues as presented
in the table below. Those financial statements were audited by other auditors whose reports have
been furnished to us, and our opinion, insofar as it related to the amounts included for those agencies
and component units, is based solely on the reports of the other auditors.

Percentage audited by
other auditors

Total Total
Assets Revenue
Government-wide
Governmental activities 61 18
Business-type activities 98 100
Component units 100 100
Fund Statements
Governmental Funds 23 8
Enterprise Funds 98 100
Internal Service Funds 75 93
Fiduciary Funds 98 100

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to the financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. The financial statements of the discretely presented
component units identified in Note 1(a) were not audited in accordance with Government Auditing
Standards, issued by the Comptroller General of the United States. An audit includes examining, on
a test basis, evidence supporting the amounts and disclosures in the financial statements.
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An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our
audit and the reports of other auditors provide a reasonable basis for our opinions.

In our opinion, based on our audit and the reports of other auditors, the financial statements referred
to in paragraph one present fairly, in all material respects, the respective financial position of the
governmental activities, the business-type activities, the aggregate discretely presented component
units, each major fund, and the aggregate remaining fund information of the State of South Carolina
as of June 30, 2008, and the respective changes in financial position and cash flows, where
applicable, thereof for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated November
12, 2008 on our consideration of the State’s internal control over financial reporting and our tests of
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on
the internal control over financial reporting or on compliance. That report is an integral part of an
audit performed in accordance with Government Auditing Standards and should be read in
conjunction with this report in assessing the results of our audit.

The management’s discussion and analysis and required supplementary information, listed in the
accompanying table of contents, are not a required part of the basic financial statements but are
supplementary information required by accounting principles generally accepted in the United States
of America. We and the other auditors have applied certain limited procedures, which consisted
principally of inquiries of management regarding the methods of measurement and presentation of
the required supplementary information. However, we did not audit the information and express no
opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the State’s basic financial statements. The introductory section, supplementary
information to the financial statements and the statistical section as listed in the accompanying table
of contents are presented for purposes of additional analysis and are not a required part of the basic
financial statements. The supplementary information to the financial statements has been subjected
to the auditing procedures applied in the audit of the basic financial statements and, in our opinion, is
fairly stated in all material respects in relation to the basic financial statements taken as a whole. The
introductory section and statistical sections have not been subjected to the auditing procedures
applied in the audit of the basic financial statements and, accordingly, we express no opinion on

Columbia, South Carolina Baltimore, Maryland
November 12, 2008 November 12, 2008
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Management’s Discussion and Analysis

In this section of the State of South Carolina’s annual report, we provide a narrative overview and analysis of the State’s
financial performance for its accounting year (fiscal year) that ended June 30, 2008. Please read it together with the
Comptroller’s Letter of Transmittal at the front of this report and also the financial statements, which follow this section.

Overview of the Financial Statements

This discussion and analysis provides an introduction to the State of South Carolina’s basic financial statements, which
include the following parts: (1) government-wide financial statements, (2) fund financial statements, (3) component unit
financial statements, and (4) notes to the financial statements. This annual report also contains certain required
supplementary information and other supplementary information.

Government-wide Financial Statements

The government-wide statements present a long-term view of the State’s finances as a whole, using accrual-basis
accounting—the same accounting methods that most businesses use. The basic government-wide financial statements are
presented on pages 34 through 39 of this report.

There are two government-wide financial statements:

Statement of net assets: This statement presents information on all of the State’s assets and liabilities, both short-term
(current) and long-term (non-current). In addition, the statement reports the difference between assets and liabilities as net
assets. Over time, the comparison of net assets to liabilities may indicate whether the State’s financial health is strengthening
or weakening. However, the statement of net assets does not tell the whole story. To assess the State’s overall financial
health, you would also need to consider factors such as the State’s economy and the condition of its capital assets such as its
buildings and infrastructure (roads and bridges).

Statement of activities: This statement presents information showing how the State’s overall net assets changed during
the year. The State reports a change in its net assets as soon as an underlying event occurs that causes a change. The
statement of activities accounts for all current-year revenues and expenses, regardless of when the State received or paid
cash. Although governments compile the statement of activities using accounting methods similar to businesses, the format
of this statement is quite different from the format of a business’s profit and loss statement. The statement of activities helps
to show how much it costs the State to provide various services. It also helps to show the extent to which each government
function covers its own costs through user fees, charges, or grants. The net revenues (expenses) column on the far right of
this statement page 38 shows how much a particular function relies on taxes and other general revenues as opposed to
program revenues to finance its programs.

The government-wide statements present three different kinds of activities:

Governmental activities: Most of the State’s basic services are included here, such as general government, education,
health and environment, social services, administration of justice, and transportation. Taxes (primarily income and sales
taxes) and federal grants finance most of these services.

Business-type activities: These activities usually recover all, or a significant portion, of the costs of their services or
goods by charging fees to customers. Higher education (State-supported colleges and universities), unemployment
compensation benefits, and financing of housing facilities are the most significant of South Carolina’s business-type
activities.

Component units: Although component units are legally separate from the State, the State’s elected officials are
financially accountable for them. The Public Service Authority (Santee-Cooper, an electric utility company), the State Ports
Authority, the Connector 2000 Association, Inc. (which operates the Southern Connector, a toll road), and the Lottery
Commission are the State’s major component units. Some financial information for these component units is included in this
report. You also can obtain complete financial statements for these component units from their respective administrative
offices (see Note 1a of the notes to the financial statements).

Fund Financial Statements

The fund financial statements on pages 40 through 63 of this report provide detailed information about the State’s most
significant funds—not the State as a whole. Funds are accounting designations that the State uses to track specific funding
sources and spending for particular purposes. South Carolina, like other governments, uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements. The State reports three types of funds:
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Governmental funds: The State reports most of its basic services in governmental funds. Governmental funds account
for activities that the State reports as governmental activities in its government-wide statements. These funds focus on short-
term inflows and outflows of expendable resources. The balances remaining at the end of the year help determine whether a
fund has more or less financial resources available to spend in the near future. Because the governmental fund statements
lack the additional long-term focus of the government-wide statements, we provide a reconciliation that explains the
relationship (or differences) between the two kinds of statements. By comparing the two kinds of statements and examining
the reconciliation, you may better understand the long-term impact of the State’s near-term financing decisions.

The basic governmental fund statements are on pages 40 through 47 of this report.

Proprietary funds: Proprietary funds charge customers for the services they provide—whether they are provided to
outside customers (enterprise funds) or other State agencies and other governments (internal service funds). Proprietary
funds use the accrual basis of accounting like businesses use. The State reports all of its enterprise funds (proprietary funds
providing services to outside customers) as business-type activities in the government-wide statements. However, because
our internal service fund operations primarily benefit other State agencies or other governments, these proprietary funds are
included as governmental activities in the government-wide financial statements.

The basic proprietary fund statements are on pages 48 through 61 of this report.

Fiduciary funds: The State is the trustee, or fiduciary, for its employees’ retirement and other post-employment benefit
plans. The State also is responsible for other assets that, because of a trust agreement, it is to use only for trust beneficiaries
such as an investment pool operated on behalf of local governments. We exclude these activities from the State’s
government-wide financial statements because the State is not to use these assets to finance its operations. The State has an
obligation to ensure that the net assets it reports in fiduciary funds are used for their intended purposes.

The basic fiduciary fund statements are on pages 62 and 63 of this report.

Component Unit Financial Statements

The Government-wide Financial Statements section on the preceding page identifies the State’s major component units
under the Component units subheading. More detailed financial statements which include these component units are on
pages 64 through 67 of this report.

Notes to the Financial Statements

Immediately following the financial statements are notes that help explain some of the information in the financial
statements and provide more detailed data. The notes on pages 68 through 140 are necessary to fully understand the
financial statements.

Required Supplementary Information

This section addresses budgetary matters and provides certain required reporting information that supplements the basic
financial statements. Included in this section is a schedule that compares the State’s legally adopted General Fund budget
with actual revenues collected and expenditures paid for the year. Note 5 to the required supplementary information is a
reconciliation that helps explain differences between the changes in fund balance of certain funds when presented on the
budgetary-basis and the changes in fund balance of these funds when presented on the GAAP-basis as reported in the
governmental fund statements. This required supplementary information is on pages 141 through 147 of this report.
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Government-wide Financial Analysis

Exhibits 1 and 2 summarize the State’s overall financial position and results of operations for the past two years based
on information included in the government-wide financial statements.

Exhibit 1
Government-wide Net Assets
As of June 30, 2008
(Expressed in Thousands)

Total
Governmental Business-type Totals— Percentage
Activities Activities Primary Government Change
2008 2007 2008 2007 2008 2007 2007-2008
Assets
Current and other assets $ 8,904,987 $ 9,770,290 $ 5,362,336 $ 5,241,492 $ 14,267,323 $ 15,011,782 (5.0%)
Capital assets 13,712,137 13,393,469 3,977,559 3,538,949 17,689,696 16,932,418 4.5%
Total assets 22,617,124 23,163,759 9,339,895 8,780,441 31,957,019 31,944,200 0.0%
Liabilities
Long-term liabilities... 4,492,716 5,233,071 3,980,021 3,758,680 8,472,737 8,991,751 (5.8%)
Other liabilities 4,681,350 4,122,957 1,001,889 887,398 5,683,239 5,010,355 13.4%
Total liabilities.......c.cccovvviviiiiiiiins 9,174,066 9,356,028 4,981,910 4,646,078 14,155,976 14,002,106 1.1%
Net Assets
Invested in capital assets, net of debt..... 10,007,523 9,706,055 2,315,357 2,133,862 12,322,880 11,839,917 4.1%
Restricted 3,597,084 3,498,173 1,386,458 1,406,468 4,983,542 4,904,641 1.6%
Unrestricted (161,549) 603,503 656,170 594,033 494,621 1,197,536 (58.7%)
Total net assets 13,443,058 $ 13,807,731 $ 4,357,985 $ 4,134,363 $ 17,801,043 $ 17,942,094 (0.8%)

Net Assets

As we noted earlier, the comparison of net assets to liabilities may serve, over time, as a useful indicator of the State’s
financial strength. At the end of the 2007-2008 accounting year, the State’s net assets totaled $17.801 billion.

The largest portion of the State’s net assets reflects its investment in capital assets (for example, buildings, roads, and
bridges), less any related debt used to acquire those assets that is still outstanding. The State uses these capital assets to
provide services to citizens; consequently, they are not available for future spending. Further, the State cannot sell the
capital assets themselves to repay the related debt because it needs the assets for its operations; so it must find other
resources to repay the debt.

Restricted net assets generally are available for future spending but are subject to external restrictions, such as bond
covenants, federal government grant restrictions, or restrictions imposed by enabling State legislation or through State
constitutional provisions. The State’s largest restricted balances include capital improvement bond proceeds (restricted for
various capital projects), and loan program funds (restricted primarily for local government water and sewer projects).

Unrestricted net assets—resources available for future spending without restrictions—reported a balance of $494.621
million at June 30, 2008. This represents a decline of $702.915 million over the prior year. Much of this decline resulted
from a $765.052 million decrease in the unrestricted net assets reported for the State’s governmental activities, which
reported a $161.549 million deficit in unrestricted net assets for the current fiscal year versus a $603.503 million balance in
the prior year. The decline was attributable to spending not keeping pace with revenue collections during the year; see
section “Budgetary General Fund Highlights” for further detail.

The State’s business-type activities reported a $656.170 million unrestricted net asset balance. This resulted from net
positive balances of $853.787 million associated with higher education and certain other business-type activities. However,
that positive balance was partially offset by a $182.880 million accumulated deficit in the State-run medical malpractice
insurance program and a $14.737 million accumulated deficit in the State-run college tuition prepayment program.
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Exhibit 2
Government-wide Changes in Net Assets
For the Fiscal Year Ended June 30, 2008
(Expressed in Thousands)

Total
Governmental Business-type Totals— Percentage
Activities Activities Primary Government Change
2008 2007 2008 2007 2008 2007 2007-2008
Revenues
Programrevenues:
Charges for services $ 2160768 $ 2,071,357 $ 3,961,748 $ 3614333 $ 6122516 $ 5,685,690 7.7%
Operating grants and contributions. 6,313,817 5,848,554 452,961 577,625 6,766,778 6,426,179 5.3%
Capital grants and contributions 333,255 503,633 47,226 86,807 380,481 590,440 (35.6%)
General revenues:
Individual income tax 3,341,265 3,349,358 — — 3,341,265 3,349,358 (0.2%)
Retail sales and use tax.. 4,236,156 3,803,732 — — 4,236,156 3,803,732 11.4%
Other taxes 1,838,101 1,787,974 — — 1,838,101 1,787,974 2.8%
Unrestricted grants and contributions.... 19,279 15,642 — — 19,279 15,642 23.3%
Unrestricted investment income.. 156,974 134,196 — — 156,974 134,196 17.0%
83,494 79,912 — — 83,494 79,912 4.5%
62,867 61,926 19,118 — 81,985 61,926 32.4%
Total revenues... 18,545,976 17,656,284 4,481,053 4,278,765 23,027,029 21,935,049 5.0%
Expenses
Governmental activities:
General government.... 4,531,636 3,434,216 — — 4,531,636 3,434,216 32.0%
Education 4,401,108 4,078,954 — — 4,401,108 4,078,954 7.9%
Health and environment... 5,416,883 4,897,060 — — 5,416,883 4,897,060 10.6%
Social services............ 1,300,347 1,152,324 — — 1,300,347 1,152,324 12.8%
Administration of justice.. 789,071 742,064 — — 789,071 742,064 6.3%
Resources and economic development.. 411,582 371,918 — — 411,582 371,918 10.7%
Transportation.. 941,924 1,018,800 — — 941,924 1,018,800 (7.5%)
Other......cccc..... 102,825 108,401 — — 102,825 108,401 (5.1%)
Business-type activities:
Higher education — — 3,405,491 3,120,278 3,405,491 3,120,278 9.1%
Higher education institution support 2. . — — 1,121,483 965,686 1,121,483 965,686 16.1%
Unemployment compensation benefits... — — 449,775 390,087 449,775 390,087 15.3%
Financing of housing facilities — — 174,152 158,031 174,152 158,031 10.2%
Medical malpractice insurance. — — 13,259 24,809 13,259 24,809 (46.6%)
Financing of student loans.. — — 77,249 61,537 77,249 61,537 25.5%
Tuition prepayment program. — — (5,844) 8,100 (5,844) 8,100 (172.1%)
Other.....ccoovvviirenns — — 37,139 36,072 37,139 36,072 3.0%
Total expenses 17,895,376 15,803,737 5,272,704 4,764,600 23,168,080 20,568,337 12.6%
Excess (deficiency) before
transfers and extraordinary
E@MS oo 650,600 1,852,547 (791,651) (485,835) (141,051) 1,366,712 (110.3%)
Net transfers (1,015,273) (951,021) 1,015,273 951,021 — — —
Increase (decrease) in net assets.. (364,673) 901,526 223,622 465,186 (141,051) 1,366,712 (110.3%)
Net assets, beginning of year 13,807,731 12,906,205 4,134,363 3,669,177 17,942,094 16,575,382 8.2%
Net assets, end of year.. $ 13,443,058 $ 13,807,731 $ 4,357,985 $ 4,134,363 $ 17,801,043 $ 17,942,094 (0.8%)

Changes in Net Assets

The State’s total net assets decreased $141.051 million (0.8%) over the prior year’s net assets as a result of its
governmental activities and its business-type activities.

Governmental Activities

Net assets of the State’s governmental activities decreased by $364.673 million (2.6%). Revenue did experience growth
over last year of $889.692 million (5.0%), primarily due to modest gains in both general tax revenue and program revenue.
General tax revenue increased $474.458 million (5.3%) and program revenue increased $384.296 million (4.6%) over prior
year activity. Revenues that support governmental activities are derived mostly from taxes; grants and contributions,
including federal aid; and charges for goods and services. Exhibit 3 illustrates the comparative sources of revenues that
support governmental activities.
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However, expenses associated with governmental activities significantly increased by $2.092 billion (13.2%) for the
fiscal year ended June 30, 2008. These expenses were mostly associated with services provided for health and environment,
education, general government, social services, and transportation. Exhibit 4 compares the cost of these services with their
program revenues—revenues derived directly from the program itself or from parties outside the State’s taxpayers or
citizenry. The difference between the two represents the net cost of these services that taxes and other general revenues
financed. For the fiscal year ended June 30, 2008, the State used $9.738 billion in tax and other general revenues to finance
the net cost of all services that the State’s governmental activities provided. Governmental activities reported $1.015 billion
in net transfers to the State’s business-type activities, most of which represents support provided to the State’s public
colleges and universities.

The following paragraphs highlight the most significant changes in revenues and expenses for governmental activities
during the 2007-2008 fiscal year:

e Operating grants and contributions increased by $465.263 million (8.0%). The increase was primarily due to the
improved funding of public health and social services programs.

e General tax revenues increased $474.458 million (5.3%) over last year. Individual income tax took an insignificant
downturn (<1.0%), however, sales and use tax increased 11.4% primarily due to the new property tax exemption
program and the accommodations and local option sales taxes. Corporate income and other taxes had moderate growth
of 2.8%.

e General government expenses increased $1.097 billion (32.0%) due in part to the increase of outflows to the new
Homestead Exemption Act program, as well as increased distributions of accommodations and local option sales taxes,
to participating counties.

e Expenses for education increased $322.154 million (7.9%) because of spending for early childhood programs for at-risk
students, school bus replacement, and increased funding over prior year levels for various other educational programs.

Exhibit 3
Sources of Revenues Suppyiipig $50vernmental Activities

SourceE¥tthevasgak sasgotdad SuRadned8l Activities
For the Fiscal Year Ended June 30, 2008

Individual income tax
18%

Grants and contributions
36%

Sales and use tax
23%

Charges for services

11% Other Other taxes

204 10%
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Exhibit 4

Governmental Activities - Net Cost of Services
6,000 For the Fiscal Year Ended June 30, 2008
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Business-type Activities

Net assets of the State’s business-type activities increased $223.622 million (5.4%).

Revenues from business-type activities included charges for services (88.4%) and grants and contributions, including
federal aid (11.6%). Expenses from business-type activities were mostly to provide higher education services and support
(85.9%), unemployment compensation benefits (8.5%), and financing of housing facilities (3.3%).

Most business-type activities are self-supporting. Tuition and student fees, research and other grants (both private and
governmental), and other charges primarily pay for the services that the Higher Education Fund provides. However, the
Higher Education Fund receives substantial resources (primarily transfers of annual appropriations) from the State’s
governmental activities. Essentially, net transfers to the Higher Education Fund, which totaled $1.015 million for the year
ended June 30, 2008, represent the cost of educational services that taxes and other general revenues of governmental
activities support.

Higher education and related institution support expense increased $441.010 million during the 2007-2008 fiscal year.
This increase resulted primarily from a rise in general operations and administrative costs.
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Financial Analysis of the State’'s Funds

The State of South Carolina uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements. Within the fund financial statements, the focus is on reporting major funds.

Governmental Funds

Exhibit 5 shows the components of fund balance for the State’s various governmental funds as of June 30, 2008.

Exhibit 5
Governmental Fund Balances
As of June 30, 2008
(Expressed in Thousands)

Departmental Local Department of State Nonmajor Total
General General Government Transportation Tobacco Governmental Governmental
Fund Operating Infrastructure Special Revenue Settlement Funds Funds
Reserved..........cocovviiiiiinnnnns $ 341,773 % 11,063 $ 1,941,384 $ 11,375 $ — $ 114,003 $ 2,419,598
Unreserved, designated.......... — — — — — 250,005 250,005
Unreserved, undesignated...... (77,715) 605,340 (285,134) (50,427) 49,091 785,399 1,026,554
TotalS....ccocecccce, $ 264,058 $ 616,403 $ 1,656,250 $ (39,052) $ 49,091 $ 1,149,407 $ 3,696,157
Change from prior year... $ (828,879) $ 71,840 $ (62,186) $ 2,679 $  (461,809) $ 32,802 $ (1,245,553)
Percentage change.......... (75.8%) 13.2% (3.6%) 6.4% (90.4%) 2.9% (25.2%)

At June 30, 2008, total ending fund balance for the State’s governmental funds was $3.696 billion, which represents a
decrease of $1.246 billion (25.2%) from the prior year. Approximately one-third of this total (34.5%) consists of unreserved
fund balance—the amount available for spending in the coming year. The remaining fund balance is reserved and is not
available for future appropriation because it is accessible only for specific purposes. The following paragraphs discuss the
activities of the General Fund and other major governmental funds that had significant changes in fund balance:

The General Fund is one of two large State operating funds. This fund includes resources that pay for the services that
the State traditionally has provided to its citizens. These resources, such as taxes, are accounted for in the General Fund
unless State law requires them to be accounted for in another fund. During the 2007-2008 accounting year, the total fund
balance of the General Fund decreased $828.879 million (75.8%) from last year. Overall, revenues were $152.085 million
(2.0%) less than the previous year, the largest portion of the decline being sales and use taxes, which decreased
$174.776 million (6.6%). Total expenditures increased by $327.866 million (5.0%) over the prior year. The most significant
expenditure increase was attributable to health and environment, up $278.661 million (16.0%). Operating transfers out of
the General Fund increased $309.475 million (25.8%). This increase was attributable in part to transfers of $329.962 million
of tax revenues from the General Fund to the Homestead Exemption Fund for subsequent distribution for property tax relief.

The Department of Transportation (DOT) Special Revenue Fund accounts for various gasoline taxes, fees, fines, and
federal grant resources. The DOT uses these resources to pay for its general operations, which include maintenance,
regulation, and construction of public highways and bridges. While this fund had a negative fund balance at the beginning of
the fiscal year, the fund balance increased $2.679 million during 2007-2008 leaving a negative fund balance of
$39.052 million at the end of the fiscal year. The negative fund balance occurred primarily because of long-term
commitments by DOT to provide funding to local governments for highway construction projects administered by the State
Infrastructure Bank (included within the Local Government Infrastructure Fund, a major governmental fund). These
commitments are recorded as interfund payables by the DOT Special Revenue Fund and as interfund receivables by the
Local Government Infrastructure Fund. The commitments are discharged (i.e., reduced) as DOT provides construction
services to the Bank.

The State Tobacco Settlement Fund accounts for revenues received from the General Fund and from the Tobacco
Settlement Revenue Management Authority, a blended component unit and nonmajor governmental fund designated to
receive and manage the State’s share of the multi-state legal settlement with the tobacco industry. Fund balance declined
$461.809 million (90.4%) during 2007-2008 because the fund transferred $469.408 million to the Tobacco Settlement
Revenue Management Authority for the purpose of bond defeasance.
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Proprietary Funds

Exhibit 6 shows the components of net assets for the State’s various proprietary funds at June 30, 2008.

Exhibit 6
Proprietary Fund Net Assets
As of June 30, 2008
(Expressed in Thousands)

Enterprise Funds

Medical
University Education Internal
Higher Unemployment Housing Hospital Assistance  Nonmajor Total Service
Fund Net Assets Education Compensation  Authority Authority Authority Enterprise Enterprise Funds
Invested in capital assets
(net of related debt)............. $ 2182295 $ — $ 684 $ 80806 $ 223 $ 51,349 $ 2315357 $ 98,319
Restricted, expendable........... 466,638 262,499 252,237 78,306 143,388 55,464 1,258,532 336,764
Restricted, nonexpendable..... 95,871 — — — — 32,055 127,926 —
Unrestricted 563,460 — 46,969 78,741 1,218 (36,439) 653,949 (22,204)
Totals ..o $ 3,308,264 $ 262,499 $ 299,890 $ 237,853 $ 144,829 $ 102,429 $ 4,355,764 $ 412,879
Change from prior year.. $ 259,880 $ (92,934) $ 15461 $ (19,651) $ 6,903 $ 56,367 $ 226,026 $ (116,583)
Percentage change.......... 8.5% (26.1%) 5.4% (7.6%) 5.0% 122.4% 5.5% (22.0%)

The State has two kinds of proprietary funds: enterprise funds and internal service funds.

Enterprise funds are reported as business-type activities in the government-wide financial statements. Enterprise funds
sell goods or services primarily to parties outside of State government.

The Unemployment Compensation Benefits Fund, a major enterprise fund, decreased by $92.934 million (26.1%)
primarily due to the increasing unemployment rate and the increased amount of unemployment benefits the Fund paid out,
without a corresponding increase in assessment revenue. As discussed in Note 22h, as a result of this situation, there is
substantial doubt about the Fund’s ability to continue as a going concern. Management plans to ask the General Assembly to
increase the taxable wage base of employers in order to raise employer contributions.

The net assets of the State’s nonmajor enterprise funds increased by $102.429 million (122.4%). This increase was due
in part to reduced benefits and claims paid out of the Patients’ Compensation Fund and the reduction in the accrual for
tuition benefits payable from the Tuition Prepayment Program Fund. Additional information concerning the Tuition
Prepayment Program Fund’s change in accounting estimate can be found in Note 2b of the financial statements.

South Carolina’s internal service funds provide certain services (including maintenance, insurance, printing, information
technology, and motor pool services) and some goods (such as office supplies) primarily to other State funds but sometimes
to local governments as well. The objective of an internal service fund is to charge its customers for the costs of the services
or goods that it provides. Because internal service funds primarily benefit State government, South Carolina reports them as
governmental activities in the government-wide financial statements.

The net assets of the State’s internal service funds decreased by $116.583 million (22.0%) due in part to Employee
Insurance Programs contributing Plan reserves to the newly established South Carolina Retiree Health Insurance Trust
Fund effective May 1, 2008. For more information on other post-employment benefit trust funds, see Note 9 of the financial
statements.

Budgetary General Fund Highlights

Original estimated revenues for the 2007-2008 accounting year were $6.622 billion. The BEA revised downward its
original revenue estimate during the course of the year by a total of $112.713 million. The revisions resulted from the BEA’s
review of tax revenue collections and declining economic conditions as the year progressed. Actual revenues at
June 30, 2008, were $116.912 million (1.8%) under the BEA’s final revised revenue estimate and were $229.625 million less
than the BEA’s original estimate. Actual revenues also declined from prior year revenue collections by $266.109 million
(4.0%). Individual income and sales taxes, the fund’s primary revenue sources, were less than forecasted because of
unfavorable economic conditions and continued legislative emphasis on tax relief.
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Actual expenditures were $644.906 million greater than actual revenues because State official revenue collection
projections were increased over FYQ7 collections based on the expectation of a steadily improving economy. In addition,
transfers out to the agencies during the year totaled $111.821 million of 2007-2008 Capital Reserve Appropriations.

Based on the above results of operations, 2007-2008 ended with a budgetary deficit. After funding the deficit by
drawing down the General Reserve, Capital Reserve, and FYO07 spending surplus funds, the State was able to end the year
with an accumulated budgetary general fund balance of $324.254 million, comprised of $95.123 million remaining in
General Reserve Funds (Rainy Day Account) and $229.131 million in carried-forward appropriations.

See the Required Supplementary Information section on pages 141 through 147 of this report for a detailed budgetary
comparison schedule.

Capital Assets and Debt Administration
Capital Assets

At the end of the 2007-2008 accounting year, the State had $17.690 billion invested in capital assets. This represented a
net increase (including additions and deductions) of $757.278 million, or 4.5%, over the previous accounting year (see
Exhibit 7).

Exhibit 7
Capital Assets, Net of Depreciation
As of June 30 for the Years Indicated
(Expressed in Thousands)

Governmental Business-type
Activities Activities Totals—Primary Government
2008 2007 2008 2007 2008 2007

Land and improvements.............c.ueeeees $ 1,703,402 $ 1,589,510 $ 364032 $ 330,991 $7 206743 $ 1,920,501
INFraSLrUCIUre. ......eveeeeececeee s 6,726,093 6,476,211 — — T 6,726,093 6,476,211
Buildings and inprovements............c....... 989,685 1,019,474 2,769,120 2,339,054 F 3758805 3,358,528
Vehicles........coovnininenns 235,764 197,595 16,287 13,634 r 252,051 211,229
Machinery and equipment. 140,006 138,454 358,576 270,885 r 498,582 409,339
Works of art and historical treasures..... 3,968 3,957 25,484 25,975 r 29,452 29,932
Construction in Progress. ... eeeeeees 3,911,874 3,961,700 440,784 555,545 F 4352658 4,517,245
. 1,345 6,568 3,276 2,865 r 4,621 9,433

TOtal oo $ 13,712,137  $ 13,393,469 $ 3977559 % 3,538,949 $ 17,689,696 $ 16,932,418

The State’s investment in buildings and improvements increased significantly, primarily because of the public colleges
and universities expanding their campus facilities. The Medical University of South Carolina completed a cancer center
expansion while MUSC Hospital Authority completed the first phase of replacement of its current patient care facilities. The
College of Charleston added a new campus building, residence hall and an athletic facility.

State vehicles increased significantly due to the Department of Education upgrading the bus fleet and the Budget and
Control Board upgrading the state fleet of vehicles.

As in prior years, machinery and equipment increased significantly due, in large part, to acquisitions by public
universities. Clemson University, The Medical University of South Carolina, and the University of South Carolina all made
significant investments in computing, testing, medical, scientific, and laboratory equipment and equipping newly-established
facilities.

Intangible assets decreased from last fiscal year primarily because state-wide depreciation expense exceeded investment
in additional intangible assets.

See Note 7 in the notes to the financial statements within this report for additional information on the State’s capital
assets.
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Long-term Debt

At June 30, 2008, the State had $8.105 billion in bonds and notes outstanding—a decrease of $434.114 million, or 5.1%,
over last year (see Exhibit 8).

Exhibit 8
Outstanding Bonds and Notes
As of June 30 for the Years Indicated
(Expressed in Thousands)

Total
Governmental Business-type Percentage
Activities Activities Totals—Primary Government Change
2008 2007 2008 2007 2008 2007 2007-2008
Backed by the State:
General obligation bonds........ $ 2,016,952 $ 2,214,865 $ 351,481 $ 356,795 $ 2,368,433 $ 2,571,660 (7.9%)
Backed by specific revenues:
Revenue bonds and notes..... 58,960 56,666 3,269,650 2,962,501 3,328,610 3,019,167 10.2%
Infrastructure Bank bonds...... 2,125,640 2,162,973 — — 2,125,640 2,162,973 (1.7%)
Tobacco Authority bonds....... 242,891 769,755 — — 242,891 769,755 (68.4%)
Limited obligation bonds.......... 9,352 10,985 — — 9,352 10,985 (14.9%)
Bond anticipation notes.......... — — 30,000 4,500 30,000 4,500 566.7%
Total o $ 4,453,795 $ 5,215,244 $ 3,651,131 $ 3,323,796 $ 8,104,926 $ 8,539,040 (5.1%)

The reduction in debt reported in governmental activities resulted primarily from the defeasance of $575.200 million of
Tobacco Authority revenue bonds. The Tobacco Settlement Revenue Management Authority defeased the bonds with a
portion of the proceeds of $275.730 million in Tobacco Settlement Revenue Asset-Backed Refunding Bonds, along with
funds transferred from the Tobacco Settlement Fund. New debt reported in business-type activities resulted mainly from the
issuance of revenue bonds by the enterprise funds. The Housing Authority issued $103.000 million in bonds for housing
programs, the Education Assistance Authority issued $131.700 million in bonds to provide financing for student loans, and
the College of Charleston and the University of South Carolina issued $95.930 million and $94.185 million, respectively, in
facilities revenue bonds. In addition, the Medical University of South Carolina drew down $48.800 million on a note
payable to finance the acquisition of equipment for a new hospital facility and issued $30.000 million in short-term general
obligation bond anticipation notes. The Housing Authority entered into a $50.000 million mortgage revenue note payable.

Three bond rating services assign ratings to bonds that the State backs with its own taxing authority (general obligation
bonds). Fitch Ratings rated these bonds as “AAA” and Moody’s Investors Service rated them as “Aaa” during the fiscal year
ended June 30, 2008, the highest ratings that these services assign. Standard & Poor’s rated these bonds as “AA+” during
the same period.

The State limits the amount of annual payments for principal and interest on general obligation bonds and notes rather
than directly limiting the amount of those bonds and notes that the State may have outstanding. At June 30, 2008, the State
legally could issue additional bonds as long as the new debt would not increase the State’s annual principal and interest
payments by more than the following amounts: $29.277 million for institution bonds (Institution bonds are general
obligation bonds that benefit the State’s Higher Education Fund.), $30.087 million for highway bonds, $176.033 million for
general obligation bonds, excluding institution and highway bonds, $11.901 million for economic development bonds, and
$19.353 million for research university infrastructure bonds.

See Note 12 in the notes to the financial statements for additional information about the State’s long-term debt.

Economic Factors and Next Year's Budget
The “Rainy Day Account”

At June 30, 2008, the General Reserve Fund, sometimes called the rainy day account, was funded at $95.123 million,
which is $91.658 million below the full funding requirement. The State’s Constitution requires restoration of the reserve to
full funding within three years after a withdrawal. State law defines full funding for the reserve as 3% of the Budgetary
General Fund’s revenues for the latest completed accounting year. The 2007-2008 Appropriations Act passed by the
General Assembly appropriated $19.049 million to fully fund the rainy day account; however, $91.658 million was drawn
out to cover the 2007-2008 Budgetary General Fund deficit.
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Budgetary General Fund for the 2008-2009 Accounting Year

For fiscal year 2008-2009, estimated revenues in the 2008-2009 Appropriations Act were $6.736 billion or
$343.690 million more than 2007-2008 revenue collections. Subsequently, legislation has been enacted that reduces
appropriations by $488.000 million. Additional revisions could be subsequently enacted based on continued monitoring of
revenue collections and economic conditions.

Economic Conditions

Budgetary General Fund revenues for the first three months of 2008-2009 fiscal year were $1.556 billion, $59.501
million (3.7%) lower than during the same period for 2007-2008. South Carolina’s three major revenue sources are not as
strong as the prior year for the same three months. Individual income taxes are up $1.720 million (0.2%), compared to a
stronger increase of $33.930 million (3.7%) in 2007-2008. Corporate income taxes have declined by $9.501 million (16.7%)
over the same three month period 2007-2008; however in 2007-2008 the decline was $17.485 million (23.5%) over the prior
year. Sales taxes have also decreased $57.122 million (12.4%) from 2007-2008 due to unfavorable economic conditions and
consumer tax relief legislation. Sales taxes experienced a moderate increase of $12.495 million (2.8%) for the same period
in 2007-2008.

The BEA has adopted a preliminary Budgetary General Fund revenue estimate of $7.246 billion for the 2008-2009 fiscal
year. The BEA has since reduced their revenue estimate by $554.000 million (7.6%).

Requests For Information

The primary purpose of this financial report is to provide South Carolina’s citizens, taxpayers, customers, investors, and
creditors with a general overview of the State’s finances and to demonstrate the State’s accountability for the money it
receives. Please address any questions concerning information in this report to:

Office of the Comptroller General
1200 Senate Street

305 Wade Hampton Office Building
Columbia, South Carolina 29201
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State of South Carolina

Statement of Net Assets

June 30, 2008
(Expressed in Thousands)

PRIMARY GOVERNMENT
Governmental Business-type COMPONENT
Activities Activities Totals UNITS
ASSETS
Current assets:
Cash and cash equivalents.. $ 3,677,634 $ 1,353,234 $ 5,030,868 $ 338,786
INVESTMENTS......oiiiiiiiiii e — 90,126 90,126 100,748
Invested securities lending collateral..............cccocoiiiniiicnninns 1,121,612 119,682 1,241,294 51,495
Receivables, net:
ACCOUNTS.....vviiiciiie ettt e et e e sre e e e eate e e e aae e e e aneeeas 247,147 116,080 363,227 213,533
CONtHBULIONS.....cciiiiiiiiii e — 12,914 12,914 3,278
PartiCIPANTS. ....cooeeieeiie et — 13,381 13,381 —
ACCIUEA INTEIEST.....uviiiiiiee e 38,305 12,275 50,580 4,519
INCOME TAXES. .. 387,455 — 387,455 —
Sales and Other taXeS.......cocvveivriiiiee e 534,033 — 534,033 —
StUAENt ACCOUNES......uuiiiiiieee ettt e 1 46,717 46,718 —
Patient aCCOUNES.........c.vvvieieeeiee it 13,103 164,107 177,210 —
LOANS @Nd NOES.........vuiiiiiieeeee it e e e ees e e e e e 33,940 75,274 109,214 —
ASSESSMENES.....ceiiiveiiiiiiieiiiiiirse e s e e s e e e e e e e eaeeeaeeeeereereerreenanaan — 50,858 50,858 —
Due from Federal government and other grantors.................. 808,029 106,258 914,287 16
Internal balancCes...........ccvvveeieeiiiiiiee e, (40,504) 40,504 — —
Due from component UNItS............eeeviurieeniiieeeiiieee e 26,978 136,716 163,694 —
Due from primary government...........ccocveeeeereieneeeneeeneeeee. — — — 167,542
INVENTOTIES. ...iiii ittt e e e e e e e 36,836 39,051 75,887 315,835
Restricted assets:
Cash and cash equivalents............cccocvveeriiee e 82,390 476,274 558,664 138,460
INVESTMENTS. ...uiiiiieei e 6,829 9,437 16,266 91,516
Loans receivable.............ccccvevieiiiiic i — 19,582 19,582 —
Oher .. 72,207 3,903 76,110 30
Prepaid itEMS......couiiiiie e 18,831 33,328 52,159 8,119
Other current assets... — 2,021 2,021 27,793
Deferred Charges. ... — — — 1,804
Total CUITENt ASSELS.......cooivivirieeeee e 7,064,826 2,921,722 9,986,548 1,463,474

The Notes to the Financial Statements are an integral part of this statement.
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State of South Carolina

Statement of Net Assets (Continued)

June 30, 2008
(Expressed in Thousands)

PRIMARY GOVERNMENT
Governmental Business-type COMPONENT
Activities Activities Totals UNITS
Long-term assets:
INVESIMENTS......ueiiiiiiie it ettt e et e e st e e e be e e anes $ 396,879 $ 47,050 $ 443,929 $ 770,243
Receivables, net:

ACCOUNTS.....eiiiiciiieecctiee ettt e e et e e e et e e sare e e s abe e e e nbae e e eaneeeas 19,314 1,515 20,829 1,679
CONLHBULIONS.....coiiiieiiic e — 327 327 36,629

PartiCIPANTS. ....cooeiiee et — 9,904 9,904 —

INCOME TAXES.....eeiiiiiriie ittt 54,607 — 54,607 —

Sales and Other taXeS.........ccoveiiiiiiiiiee e 40 — 40 —

Patient aCCOUNLS..........oiiiiiiieiiee e 13,427 — 13,427 —

LOANS @Nd NOES.........uuviiiiieee et e e e ses e e e 506,044 952,118 1,458,162 —

Restricted assets:

Cash and cash equivalents............cccocoeeeiiiie e, 400,594 343,901 744,495 92,330
INVESTMENTS. ...eiiiiiiiei e s — 99,359 99,359 269,088

Accounts receivable.............eeeiveeiiiiii e 417,319 — 417,319 —

Receivable from endowments..........cccccvveeeeeeeieieciiiieeeeee e, — 27,264 27,264 —

Loans receivable...........cccccooeiiiiiiiiiiie e — 899,505 899,505 —
OthT ..o 3,988 1,183 5171 439

Prepaid iTEMS......cooiiiieeiee e — 12,988 12,988 —
Other 10Ng-term asSets.........cccovuiiiiieiiieieeec e 771 33,308 34,079 16,433
Deferred Charges.........coocuiioiiiiieiiiec e 27,178 12,192 39,370 496,251
Investment in jOINt VENTUIE.........cccveeviiiee e — — — 7,651
Non-depreciable capital assets... 5,601,474 693,291 6,294,765 1,263,728
Depreciable capital assets, net 8,110,663 3,284,268 11,394,931 3,704,426
Total IoNg-term asSetS.........cveiiiiieiiiiiee et 15,552,298 6,418,173 21,970,471 6,658,897
Total assets 22,617,124 9,339,895 31,957,019 8,122,371

Continued on Next Page
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State of South Carolina

Statement of Net Assets (Continued)

June 30, 2008
(Expressed in Thousands)

PRIMARY GOVERNMENT
Governmental Business-type COMPONENT
Activities Activities Totals UNITS
LIABILITIES
Current liabilities:
Accounts payable ..........ccccoeeveviriieinnnn, $ 890,330 $ 177,270 $ 1,067,600 $ 203,447
Accrued salaries and related expenses 129,819 94,058 223,877 10,733
Accrued interest payable............cccoiiiiiiiiiiii e 32,553 13,059 45,612 91,814
Retainages payable..........ccooveiiiieeeiiiiee e 3,680 22,865 26,545 1,962
Tax refunds payable..........c.ccoiiiiiiiii e 589,713 7,815 597,528 —
Payables-aid to individuals/families...........ccccccveveeviieesnennnn. 1,801 — 1,801 —
Prizes payable..........coooiiiii e — — — 29,477
Unemployment benefits payable...........ccccccooeviiiniincennn. — 2,675 2,675 —
Intergovernmental payables............cccoooiiiiiiiiiniiiieeieee 556,742 3,885 560,627 288
Tuition benefits payable.........ccocveeiiiir e — 9,119 9,119 —
POlICY ClaiMS......eeiieiiiee e 485,792 20,000 505,792 37,140
Due to COMPONENT UNIS....ccoivireeiiiie e 167,542 — 167,542 —
Due to primary governmMeNt............oeovcuveeeinieeeeniieeesieee e — — — 160,922
Unearned revenues and deferred credits...........cccccoeeeineene 239,907 140,650 380,557 27,509
DEPOSIES. ... ettt — 7,684 7,684 14
Amounts held in custody for others..........ccccceeviieeiiiineennen. — 10,704 10,704 1,292
Securities lending collateral.............coooveeiiiiiieiniieeieeees 1,121,612 119,682 1,241,294 51,495
Liabilities payable from restricted assets:
Accounts payable..........cceeeiiiiieii e — — — 1,893
Accrued interest payable...........cccceviiiie i 26,432 37,041 63,473 1,766
Notes payable............cooiiiiiii — 50,000 50,000 —
Bonds payable.........ccuveeiiiiiiiiie e 40,750 26,170 66,920 —
OBNEI et — 55,260 55,260 —
NOteS Payable........c..oeiiiiiiieiiie e 5,479 26,178 31,657 350
General obligation bonds anticipation notes payable............ — 30,000 30,000 —
General obligation bonds payable............c.ccccevvenns 204,698 19,860 224,558 —
Tobacco Authority bonds payable... 23,005 — 23,005 —
Revenue bonds payable.............. 2,525 32,183 34,708 111,410
Limited obligation bonds payable. 1,730 — 1,730 —
Capital leases payable....... 262 9,008 9,270 2,579
Commercial Paper NOLES. .......cccueeiuieriiiaiieeieeaiee e — — — 283,252
Compensated absences payable..........ccccocevviiiieniieeiiinenn. 118,971 73,959 192,930 3,266
Other current liabilities ...........cccovieiiiiiii e 38,007 12,764 50,771 86,482
Total current llabilities............ooooeiiiiiiiiiieee e, 4,681,350 1,001,889 5,683,239 1,107,091

The Notes to the Financial Statements are an integral part of this statement.

36




State of South Carolina

Statement of Net Assets (Continued)

June 30, 2008
(Expressed in Thousands)

PRIMARY GOVERNMENT
Governmental Business-type COMPONENT
Activities Activities Totals UNITS
Long-term liabilities:
Retainages payable........ . $ 3 $ 2,582 $ 2,585 $ 55,652
Tuition benefits payable — 180,298 180,298 —
POlICY ClaiMS.....cveiiiiiiiiiice e 131,661 162,368 294,029 161,995
Unearned revenues and deferred credits...........cccoccevvenennen. — 552 552 290,604
Amounts held in custody for others...........cccociiiiiiiiniiieenns — — — 2,699
Other liabilities payable from restricted assets.............c........ — 2,005 2,005 —
NOteS PAYADIE........ccoviiiiriieiiiee e 14,883 264,831 279,714 1,660
General obligation bonds payable..............ccoceviiiiiiiiiinenns 1,812,254 331,621 2,143,875 —
Tobacco Authority bonds payable............cccceiiiiiniiennn. 219,886 — 219,886 —
Infrastructure Bank bonds payable............ccccevviiniiinncennn. 2,084,890 — 2,084,890 —
Revenue bonds payable...........ccccoiiiiiiiiiiiine e 36,073 2,870,288 2,906,361 3,765,997
Limited obligation bonds payable.............ccccoeviiiiiiiiiinnn. 7,622 — 7,622 —
Capital leases payable............ccocveiiiiiiiiiiiie e, 410 39,040 39,450 7,834
Compensated absences payable..........ccccceeviiieeiicine e, 101,153 64,044 165,197 16,776
Other long-term liabilities...........ccooeeriiiiii s 83,881 62,392 146,273 43,856
Total long-term liabilities..........ccccovveririiiieeeeeeee 4,492,716 3,980,021 8,472,737 4,347,073
Total Habilities.....c.cooiiiiiic e 9,174,066 4,981,910 14,155,976 5,454,164
NET ASSETS
Invested in capital assets, net of related debt......................... 10,007,523 2,315,357 12,322,880 870,419
Restricted:
Expendable:
Unemployment compensation benefits... — 262,499 262,499 —
EUCALION. ...c..eiiiiiiiecieesee e 307,715 223,911 531,626 206,942
HEAIN. ... 122,827 — 122,827 —
TranSPOMALION. .....cocuuiie e 271,079 — 271,079 —
Capital PrOJECES. ... ccueeeieieiieerie et 239,815 236,216 476,031 27,877
DEDL SEIVICE. .....eiiiiiiiiie e 1,164,587 292,913 1,457,500 119,945
LO@N PrOGramIS......ueeeiieeieeiieiiiiieeeee e e e et ee e e siaeaeeee s 817,228 242,993 1,060,221 —
Waste Management...........eveiiieeeriireee e 228,999 — 228,999 —
INSUIANCE PrOGraMIS. .. ..uviiiiiieeeeeiiiiiieeereee e e sesiibree e e e e e e s e 316,764 — 316,764 —
OBNEI . 125,251 — 125,251 172,662
Nonexpendable:
EUCALION. ......eiiiiiiiecieee e — 127,926 127,926 329,898
OBNET e 2,819 — 2,819 —
UNFESIHCEA. ..ottt (161,549) 656,170 494,621 940,464
Total NEt ASSELS...uiiiiiiiiieeceee e $ 13,443,058 $ 4,357,985 $ 17,801,043 $ 2,668,207
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State of South Carolina

Statement of Activities

For the Fiscal Year Ended June 30, 2008
(Expressed in Thousands)

Program Revenues

Operating Capital Net
Charges for Grants and Grants and Revenues
Expenses Services Contributions Contributions (Expenses)
Functions
Primary government:
Governmental activities:
General government.............c.ococeninnnn $ 4,531,636 $ 1,694,147 $ 336,401 $ 3,237 $ (2,497,851)
Education.........cccoveeiiieniiiieeceee e 4,401,108 40,420 1,084,629 527 (3,275,532)
Health and environment............cccccccevveeennes 5,416,883 129,644 3,453,005 1,582 (1,832,652)
S0Cial SEIVICES....vvvieeeeeieeeciieieeeee e 1,300,347 2,380 1,124,384 — (173,583)
Administration of justice............cccccceveieiinnne 789,071 130,443 35,249 938 (622,441)
Resources and economic development........ 411,582 59,336 134,198 18,165 (199,883)
Transportation...........cceeeceerieenieenie e 941,924 104,398 145,951 308,806 (382,769)
Unallocated interest expense.............ccc...... 102,825 — — — (102,825)
Total governmental activities................. 17,895,376 2,160,768 6,313,817 333,255 (9,087,536)
Business-type activities:
Higher education............cccccoeviiiiiiiiieiines 3,405,491 2,337,123 209,839 47,127 (811,402)
Higher education institution support.............. 1,121,483 1,075,408 70,986 18 24,929
Unemployment compensation benefits......... 449,775 343,104 15,142 — (91,529)
Financing of housing facilities....................... 174,152 55,974 133,489 — 15,311
Medical malpractice insurance. 13,259 38,198 346 — 25,285
Financing of student loans.............cccocceevneene 77,249 71,054 13,098 — 6,903
Tuition prepayment program............c.ccceceeene (5,844) — 7,962 — 13,806
State maritime muSeUM..........cccceevvvveerinnenn. 7,848 8,193 234 — 579
Insurance claims processing...........c.ccccoe.... 1,677 1,673 — — (4)
Other. oo 27,614 31,021 1,865 81 5,353
Total business-type activities.................. 5,272,704 3,961,748 452,961 47,226 (810,769)
Total primary government................... $ 23,168,080 $ 6,122,516 $ 6,766,778 $ 380,481 $  (9,898,305)
Component units:
Public Service AUthOrity.......cc.coevvererererieine $ 1,408,315 $ 1,469,504 $ 24963 $ — $ 86,152
State Ports AUthOItY........ccceeiiiieeiiiieieeee 124,585 165,537 9,445 26,589 76,986
Connector 2000 Association, INC.............ccc..... 26,949 5,453 961 — (20,535)
Lottery COmmISSION.........ccceevivieiiieiieeiiieesiieenns 998,414 995,955 1,067 — (1,392)
Other ... 111,900 47,807 54,882 — (9,211)
Total component units..........cccocoevn. $ 2,670,163 $ 2,684,256 $ 91,318 $ 26589 $ 132,000

The Notes to the Financial Statements are an integral part of this statement.
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State of South Carolina

Statement of Activities (Continued)

For the Fiscal Year Ended June 30, 2008
(Expressed in Thousands)

Primary Government

Governmental Business-type Component
Activities Activities Total Units
Changes in net assets:
Net revenues (EXPENSES) ....cc.eeverrerieerrereeneeeeseeneeenns $ (9,087,536) $ (810,769) $ (9,898,305) % 132,000
General revenues:
Taxes:
Individual INCOME........ooiiiiiieiiiie e 3,341,265 — 3,341,265 —
Retail sales and USe........ccceevieieiiiiiiieeiiieeeee e 4,236,156 - 4,236,156 -
(0113 =Y SRRSO 1,838,101 — 1,838,101 —

TOtAl TAXES.....cveveveeeteeieteeeee ettt 9,415,522 — 9,415,522 —
Unrestricted grants and contributions..............c.ccccee.. 19,279 — 19,279 —
Unrestricted investment inCOMe.............ccocvvveneennennnn. 156,974 — 156,974 —
Tobacco legal settlement...........c.ccoooieiiiiiiiiniiieens 83,494 — 83,494 —
SPeCial ITBIMS.....c.veiiiiiiiie e 5,611 — 5,611 —

Other reVENUES.......ccooiuiiieiiiiee ettt 57,256 — 57,256 —
Additions to endowments...........ccovveeirienieenecee e — 19,118 19,118 —
Transfers—internal activities..........ccccevveveeeirciieeeesiiee e, (1,015,273) 1,015,273 — —
Total general revenues and transfers............ 8,722,863 1,034,391 9,757,254 —
Change in net assetS.........ccocveeviieniicniiecnene (364,673) 223,622 (141,051) 132,000
Net assets at beginning of year.........ccccooeeviiniiienne 13,807,731 4,134,363 17,942,094 2,536,207
Net assets at end of year............cooii $ 13,443,058 $ 4,357,985 $ 17,801,043 $ 2,668,207
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State of South Carolina

Balance Sheet

GOVERNMENTAL FUNDS

June 30, 2008
(Expressed in Thousands)

Departmental Local Department of
General General Government Transportation
Fund Operating Infrastructure Special Revenue
ASSETS
Cash and cash equivalents.............ccccevcieniiiiiiiiinciies $ 876,995 $ 457,275 $ 310,612 $ 310,335
INVESIMENTS. ... 26,108 332 — —
Invested securities lending collateral................ccccoceeiieenne 740,759 7,884 102,751 33,470
Receivables, net:
ACCOUNTS ...ttt 1,604 122,025 1,064 19,134
Accrued interest 10,209 477 8,733 1,872
INCOME tAXES......ooiiiiiiiiiiii s 442,062 — — —
Sales and other taxes..........cccccevvvieiiiiineceeeee 313,161 29,223 — 8,366
Student accounts — 1 — —
Patient aCCOUNES..........cocviiiiiieiecee e 16,183 10,347 — —
Loans and NOLES..........cocviiiiiiiiieniecre e 14 460 499,359 11,974
Due from Federal government
and other grantors...... 6,666 751,782 — 47,724
Due from other funds 40,968 40,952 23,189 19,871
Due from component UNits..........cccoccveeiviiiieeiiecnineesneee. 8,269 47 — —
Interfund receivables...........ccccooiiiiie 9,758 2,030 334,747 —
INVENEOMIES. ...t 14,909 10,603 — 4,678
Restricted assets:
Cash and cash equivalents............ccccccoveieiieniinineeen. — — 458,437 10,000
INVESIMENTS......oooiiiiiiiiiii s — — — —
— — 417,319 —
— — 33,832 —
Prepaid itemsS.........oooiiiiiii — — — 4,458
OtNEr @SSELS.....ccuviiieiieieeiee e — — — 771
Total @SSetS.....coe e, $ 2,507,665 $ 1,433,438 $ 2,190,043 $ 472,653
LIABILITIES AND FUND BALANCES (DEFICITS)
Liabilities:
Accounts payable..........ccccooiiiiiii e $ 423,102 $ 458,255 $ 10,769 $ 79,923
Accrued salaries and related expenditures...................... 72,944 32,059 80 18,275
Retainages payable.........c.cccooviiiiiiiiicnce e — 480 — 1,926
Tax refunds payable... . 588,979 — — —
Payable—aid to individuals/families.............cccccoovvernnnn. 1,801 — — —
Intergovernmental payables.............ccccvieniiiiiienicenen. 59,884 194,654 1,316 —
Due to other funds.........ccooiiiiiiiiiicee e 218,641 64,090 41 26,721
Due to component units. 1 — — —
Interfund payables.............ccooveiiiieiii e — 9,702 — 334,747
Deferred revVeNUES..........ccccoiiiiiiiiiiiiic e 82,823 49,866 418,836 16,643
Securities lending collateral............ccccoocviveiiiiinieicnnns 740,759 7,884 102,751 33,470
Other liabilities ..... 54,673 45 — —
Total 1abilitieS.......covieiiiec e 2,243,607 817,035 533,793 511,705
Fund balances (deficits):
RESEIVEM......oiiiicice e 341,773 11,063 1,941,384 11,375
Unreserved, designated reported in:
Special revenue funds — — — —
Capital Projects FUNd............cccoocviiiiiiiicniiicniec e, — — — —
Unreserved, undesignated reported in:
General Fund...........ccooiiiiiiiii (77,715) — — —
Special revenue funds... — 605,340 (285,134) (50,427)
Permanent funds...........cccocveiiiiiiiciicc e — — — —
Total fund balances (defiCits).......ccccveviiiniiiinncnnnn 264,058 616,403 1,656,250 (39,052)
Total liabilities and fund balances...............c.cce... $ 2,507,665 $ 1,433,438 $ 2,190,043 $ 472,653

The Notes to the Financial Statements are an integral part of this statement.
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State of South Carolina

State Nonmajor
Tobacco Governmental
Settlement Funds Totals
38,741 $ 1,146,440 $ 3,140,398
— — 26,440
4,979 111,209 1,001,052
— 3,604 147,431
381 8,938 30,610
— — 442,062
— 183,323 534,073
— — 1
— — 26,530
— 28,177 539,984
— 1,857 808,029
10,000 101,897 236,877
— 18,651 26,967
— 3,275 349,810
— 9 30,199
— 14,547 482,984
— 6,829 6,829
— — 417,319
— 42,363 76,195
— — 4,458
— — 771
54,101 $ 1,671,119 $ 8,329,019
1 $ 17,263 $ 989,313
— 2,039 125,397
— 1,063 3,469
— 734 589,713
— — 1,801
29 300,704 556,587
1 44,114 353,608
— — 1
— 19,049 363,498
— 24,808 592,976
4,979 111,209 1,001,052
— 729 55,447
5,010 521,712 4,632,862
— 114,003 2,419,598
— 15,882 15,882
— 234,123 234,123
— — (77,715)
49,091 784,190 1,103,060
— 1,209 1,209
49,091 1,149,407 3,696,157
54,101 $ 1,671,119 $ 8,329,019
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State of South Carolina

Reconciliation of the Governmental Funds

Balance Sheet to the Statement of Net Assets

June 30, 2008
(Expressed in Thousands)

Total fund balances—governmental fUNUS.........cooiiiii e
Amounts reported for governmental activities in the statement of net assets are different because:

Capital assets used in governmental activities are not financial resources and therefore are not
reported in the funds.

Non-depreciable Capital ASSELS.........ccuiiiiiiiee e $ 5,593,398
Depreciable capital assets.... 11,578,752
Accumulated depreciation.. (3,604,621)
Total CaPItal ASSELS. ...coiiiiie ittt
Bond issue costs are reported as current expenditures in the funds. However, issue costs are
deferred and amortized over the life of the bonds and are included in governmental
activities in the statement of NEt ASSELS........c.cuiiiiiiiiiiii e
Certain State revenues will be collected after year-end but are not available soon enough to pay
for the current period's expenditures, and therefore are deferred in the funds............cccccconiiiiiennn.
Interest receivable not due in the current period and therefore not reported in the funds..............ccccceeeee.
Internal service funds are used by management to charge the costs of certain activities to individual
funds. The assets and liabilities of the internal service funds are included in governmental
activities in the statement of NEL ASSELS.........c.oviiiiiiiiie e
Eliminations relating to the consolidation of internal service funds resulted in an amount due from
governmental activities to business-type activities in the statement of net assets............cccocceeeens
Certain liabilities are not due and payable in the current period and therefore are not reported in the
funds. Those liabilities consist of:
Bonds payable (4,404,800)
Notes payable................... (803)
Accrued interest 0N DONAS............cccoiiiiiiiii (58,016)
Capital IEASES.........cciiiiiii i (635)
Compensated absences... (213,715)
Intergovernmental payable... (100)
POlICY ClaIMS.....ccviiiiiiiiiii i (28,148)
OBNET ...t (64,548)

The Notes to the Financial Statements are an integral part of this statement.

$

$

3,696,157

13,567,529

27,065

509,967

2,447

412,879

(2,221)

(4,770,765)

13,443,058
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State of South Carolina

Statement of Revenues, Expenditures,

and Changes in Fund Balances

GOVERNMENTAL FUNDS

For the Fiscal Year Ended June 30, 2008
(Expressed in Thousands)

Departmental Local
General General Government
Fund Operating Infrastructure
Revenues:
Taxes:
INAIVIAUAI INCOME.....eiiiiiei et e e ree e aaeas $ 3,344,965 $ — $ 15,089
Retall SAIES ANG USE.......eiiiiiiee ittt e et e e e etae e e eanes 2,458,786 2,644 —
[©1 =T OSSP O PSRRUPPPRPPPPN 854,588 56,965 20,000
Licenses, fees, and PEIMILS.........c.coiiiiiiiiie it 111,440 175,479 98,477
Interest and other INVEStMENt INCOME...........oooiiiiiiiiiieeeeeeeeeeeeeeeee e 147,366 4,161 75,353
[2r<To [ = | IR 98,516 5,482,362 16,759
Local and private grants... 2,440 49,857 —
Departmental services.. 447,532 177,632 55,041
Contributions........ . 15,833 34,131 9,855
Fines and penalties.......... . 22,596 71,706 —
Tobacco legal settlement. . — — —
[©1 =T SO TS OU PR PP 11,258 95,725 6,591
TOTAl FEVEINMUES ...t e e e e e e e e e e e e e e e e e e e e e e e e e e aaaeeaeaeeeeeeeneens 7,515,320 6,150,662 297,165
Expenditures:
Current:
General GOVEIMMENL......ccuuiiiieiiieiie ettt ettt ettt esbbe et e sebeesbeeanbeeseeeanbee e 453,451 240,564 571
| =o [ o711 o) s FHUTTTTTRT TR TTRRRRTTRT 421,945 190,322 —
Health and ENVIFONMENT..........ooiiiiiiieeeeeeeeeeeee e s e e s e e e e e e e e e e e e eaeaeaeas 2,022,785 3,534,280 —
SOCIAL SEIVICES. ... s 143,232 1,107,993 —
AdMINISIration Of JUSHICE.......ueiiiieiie it st 613,693 121,776 —
Resources and economic deVelOPMENT..........ccoiuiiiieiiieiie e 130,389 119,601 1,386
TTANSPOITALION. ... vttt ettt et e st e b e st e e beeesbeesbeesnbeenbeeenneenneas — — 3,774
CAPItAl QULIAY . ...t 2,400 — —
Debt service:
PrinCipal retir@MEeNt.........oooiiiiiee s 157,286 478 46,095
BONAS rEPUICNASEM. ...t — — —
Interest and fiSCal ChArgES. ........cooiii i 65,970 23 110,067
Other debt service charges... . — — —
INtErgOVEINMENTAL. ... ..eiiiiiii it 2,832,693 892,104 200,255
TOtal EXPENAITUIES ....eiiiiiii ettt 6,843,844 6,207,141 362,148
Excess of revenues over (under) eXxpenditureS.......ccceveeeiiieeeiiieeenieeeens 671,476 (56,479) (64,983)
Other financing sources (uses):
Refunding bONAS ISSUET. ......ccc.uiiiiiiiie e — — —
Accrued interest on refunding BONAS...........cccvveiiiie e — — —
Discounts 0N BONAS ISSUEH. .........ceeiiieeiiiiieiiiee e e s eaaeeenaee e — — —
[ Vo] c= U 1= Y TSP 513 — —
Receipts from swap COUNLEr-Parti€S.........ccvueeeeiuireeriiieesiieesnieeesnieeesneaeeeseneeennne — — 7,599
Payment of termination fee to swap Counter-party...........cccceevvveeeiveeesnneeesinnesnnne — — (7,599)
Payment to refunded bond €SCroW agent...........ccevveeeeriiieeiiieessiiee e e see e — — —
LI L1 (=T £ PSR SPRRPPRRN 10,177 145,147 3,828
LG LS (=T 60T | S PSSR (1,511,045) (16,828) (1,031)
Total other finanCiNg SOUICES (USES)...iuuiiiiiiieriiieeeiieeesiiee s siieeesniieeesieeeeans (1,500,355) 128,319 2,797
Net change in fund BalanCes.........ccceviiiiiiiiie e (828,879) 71,840 (62,186)
Fund balances (deficit) at beginning of year........ccccccovviiieiiiie i 1,092,937 544,563 1,718,436
Fund balances (deficit) at end Of Y ar.......cccoevuviieiiiii i $ 264,058 $ 616,403 $ 1,656,250

The Notes to the Financial Statements are an integral part of this statement.
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State of South Carolina

Department of State Nonmajor
Transportation Tobacco Governmental
Special Revenue Settlement Funds Totals
$ — $ — $ — $ 3,360,054
— — 1,792,888 4,254,318
556,331 — 322,204 1,810,088
— — 136,735 522,131
14,927 16,134 58,021 315,962
392,449 — 24,917 6,015,003
— — 50 52,347
48,211 — 19,003 747,419
— — 271,870 331,689
— — 27,057 121,359
— — 83,493 83,493
13,960 77 1,485 129,096
1,025,878 16,211 2,737,723 17,742,959
— 73 129,512 824,171
— — 260,631 872,898
— 8,000 206,768 5,771,833
— — 20,761 1,271,986
— — 15,713 751,182
— — 5,150 256,526
711,764 — — 715,538
158,293 — 60,051 220,744
41,547 — 391,803 637,209
— — 152,430 152,430
38,745 — 50,269 265,074
— — 75,953 75,953
76,819 539 2,176,325 6,178,735
1,027,168 8,612 3,545,366 17,994,279
(1,290) 7,599 (807,643) (251,320)
— — 275,730 275,730
— — 957 957
_ — (8,249) (8,249)
— — — 513
— — — 7,599
— — — (7,599)
— — (251,180) (251,180)
4,077 — 935,876 1,099,105
(108) (469,408) (112,689) (2,111,109)
3,969 (469,408) 840,445 (994,233)
2,679 (461,809) 32,802 (1,245,553)
(41,731) 510,900 1,116,605 4,941,710
$ (39,052) $ 49,091 $ 1,149,407 $ 3,696,157
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State of South Carolina

Reconciliation of the Statement of Revenues, Expenditures,
and Changes in Fund Balances of Governmental Funds to the

Statement of Activities

For the Fiscal Year Ended June 30, 2008
(Expressed in Thousands)

Net change in fund balances—total governmental fUNAS..........coociiiiiiiiiiii s $ (1,245,553)
Amounts reported for governmental activities in the statement of activities are different because:

Capital outlays are reported as expenditures in governmental funds. However, in the statement of
activities, the cost of capital assets is allocated over their useful lives as depreciation expense.
In the current period, these amounts are:

(0= To] 1 c= 101U 1= V2O TP PPN $ 382,346
Depreciation expense (234,784)
Excess of capital outlay over depreciation eXPenSe............ecveiveriiienienieenee e 147,562
Donations of capital assets increase net assets in the statement of activities, but do not appear in
the governmental funds because they are not financial reSOUrCES.............ooovviiiiiiiiiiii i 177,499
Losses on disposals of capital assets are reported as an expense in the statement of activities............c....c...... (5,282)
Bond and note proceeds provide current financial resources to governmental funds; however,
issuing debt increases long-term liabilities in the statement of net assets. In the current
period, proceeds were received from:
Refunding bonds ISSUEM............cccoiiiiiiiiii (275,730)
Bond premiums @and diSCOUNES. ........ioiiiiiiiiieiiiee ettt e et e e saneeeannee 8,249
Net bond and note proceeds... (267,481)
Bond issuance costs are expenditures in governmental funds, but are deferred assets in the
StALEMENT OF NET ASSEES.....ei ittt ettt et et e e 3,167
Certain capital additions were financed through capital leases. In governmental funds, a capital
lease arrangement is considered a source of financing, but in the statement of net assets, the
lease obligation is reported as a lability.............ccoiiiiiiiiiii (513)
Repayment of long-term debt is reported as an expenditure in governmental funds, but the
repayment reduces long-term liabilities in the statement of net assets. In the current year,
these amounts consist of:
Bond prinCipal FELITEMENT..........uiiiiiiiie ettt 635,438
BONAS FEPUICNASED.........iiiiiiiitiiiiiie ettt 152,430
Note principal retirement. 1,514
Capital [8ASE PAYMENES. ......ieiiiiiie ettt e e 257
Payment to bond refunding @geNt..........c.cuoiiiiiiiiiiii e 251,180
1,040,819
Internal service funds are used by management to charge the costs of certain activities to
individual funds. The net revenue of the internal service funds is included in
governmental activities in the statement of CtVItIES...........cccuei i (116,583)
Because certain receivables will not be collected soon enough after the State's fiscal year ends,
the related revenues are not considered "available" and are deferred in the governmental funds.
Decrease in deferred MEVENUES...........uuii ittt et sbe e e e stee e e (69,082)
Interest receivable not due in the current period and therefore not reported in the funds.............cccocoeviiiicnes (325)

The Notes to the Financial Statements are an integral part of this statement.
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State of South Carolina

Reconciliation of the Statement of Revenues, Expenditures,

and Changes in Fund Balances of Governmental Funds to the

Statement of Activities (Continued)

For the Fiscal Year Ended June 30,
(Expressed in Thousands)

Eliminations relating to the consolidation of internal

2008

service funds resulted in a net decrease in expenses

for the business-type activities in the statement of aCtIVILIES........c.ccoiiiii i

Certain items reported in the statement of activities

do not require the use of current financial

resources and therefore are not reported as expenditures in governmental funds. These

activities consist of:

Net decrease in accrued interest..

Interest accreted on capital appreciation debt.............occveiiiii e
Amortization of DONd ISSUANCE COSES. .......ciiiiiiiiiiiiii e
Net amortization of bond premiums and diSCOUNTS............ceiiveeiriieeiiiee e
Amortization of deferred losses on refunding of debt...........ccccovciviiiie e
Net increase in compensated absences payable............cccoveiiee e

Decrease in intergovernmental PaYable............cocuieeiiiieiiiee e

Increase in policy claims payable
Net decrease in other payables....
Total additional expenses.........

Change in net assets of governmental activities

$ 1,047
(993)

(1,351)

2,409
(2,738)
(4,553)

100

(8,181)

(17,045)

$

2,404

(31,305)

(364,673)
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State of South Carolina

Statement of Net Assets

PROPRIETARY FUNDS

June 30, 2008
(Expressed in Thousands)

ASSETS
Current assets:
Cash and cash equivalents............cccecueeiiiiiieniiie e
INVESIMENTS....ocoiiiiiiiiieeeeeeece e
Invested securities lending collateral..............cocoeviiiienieennne
Receivables, net:
ACCOUNES. ...ttt e e e e e e e e e e e e e e aaaaaaaaees
CONIDULIONS. ...coiiiieeeie et
PartiCipants.........cooiiiiiiiie e
Accrued interest....
Student accounts..
Patient accounts...
LOANS @NA NOLES.....cccuvieeeiiie ettt
ASSESSMENTS. ...ttt e e
Due from Federal government and other grantors...................
Due from other fuNds..........cccveviiiiiie e
Due from component units.. "
[[01Y7=T 01 (o = TSSOSO
Restricted assets:
Cash and cash equivalents..........cccceeevvieeeniie e
INVESIMENTS. ..o

Other current assets..
Total current assets...........coccvvvviiiiiciciescc

Long-term assets:
INVESTMENTS. ..ceiiiiiiiiiiie e
Receivables, net:
ACCOUNES. ...ttt e e e e
CONDULIONS. ...t
PartiCIPANTS. ...cuvvie et
LO@NS @Nd NOLES.....cccuviieiiiie ettt
Interfund receivables...........coovieiiiiii i
Restricted assets:
Cash and cash equivalents..........ccceeeviieeeniee e
Investments.........cccceeveeee
Receivable from endowments..
Loans receivable...........cccviiiiiii i

Prepaid ItemS........ooiiee e
Other [0Ng-termM aSSELS.....ccuuiiiiiiee e
Deferred charges...........cccoeueenne
Non-depreciable capital assets
Depreciable capital assets, net

Total long-term asSetsS........cccvveeriiieiiiiee i
TOtaAl ASSELS...uuiiiiiiic et

The Notes to the Financial Statements are an integral part of this statement.

ENTERPRISE
Higher Unemployment Housing
Education Compensation Authority
685,328 218,252 $ 31,658
66,647 — —
86,009 5,117 4,103
60,345 10,277 90
12,834 — —
5,586 311 5,376
46,717 — —
60 — 214
— 50,858 —
104,145 276 1,837
72,889 27 —
136,716 — —
15,246 — —
259,615 — 105,525
75 — —
892 — 18,606
2,912 — 71
20,492 — —
139 — 164
1,576,647 285,118 167,644
14,091 — —
1,515 — —
319 — —
787 — 15,434
177,034 — 118,422
120 — 1,648
27,264 — —
55,487 — 834,930

623 — —

658 — —
5,945 — —
1,567 — 6,313

627,641 — —
2,661,010 — 684
3,574,061 — 977,431
5,150,708 285,118 1,145,075
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State of South Carolina

FUNDS
Medical Education INTERNAL
University Assistance Nonmajor SERVICE
Hospital Authority Authority Enterprise Totals FUNDS
$ 14,558 $ 139,959 $ 263,479 $ 1,353,234 $ 537,236

— — 23,479 90,126 —

— — 24,453 119,682 120,560
34,943 5,311 5,114 116,080 118,935

— — 80 12,914 —

— — 13,381 13,381 —

— 58 944 12,275 5,248

— — — 46,717 —

130,350 — 33,757 164,107 —

— 75,000 — 75,274 —

— — — 50,858 —

— — — 106,258 —

— — 19,379 92,295 12,635

— — — 136,716 11
20,414 — 3,391 39,051 6,637
24,598 33,800 52,736 476,274 —

_ — 9,362 9,437 —

— — 84 19,582 —

— — 920 3,903 —
11,711 — 1,125 33,328 14,373

— — 1,718 2,021 —

236,574 254,128 453,402 2,973,513 815,635

— — 32,959 47,050 370,439

— — — 1,515 97

— — 8 327 —

— — 9,904 9,904 —

— 935,897 — 952,118 —

— — 34,920 34,920 30,549
30,689 — 17,756 343,901 —
35,737 — 61,854 99,359 —

— — — 27,264 —

— — 9,088 899,505 —

— — 560 1,183 —

— — 12,330 12,988 —
19,856 — 7,507 33,308 —

— 4,312 — 12,192 113
38,775 — 26,875 693,291 8,076

547,542 223 74,809 3,284,268 136,532
672,599 940,432 288,570 6,453,093 545,806
909,173 1,194,560 741,972 9,426,606 1,361,441

Continued on Next Page
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State of South Carolina

Statement of Net Assets

PROPRIETARY FUNDS (Continued)

June 30, 2008
(Expressed in Thousands)

ENTERPRISE
Higher Unemployment Housing
Education Compensation Authority
LIABILITIES
Current liabilities:
Accounts payable...........ooooiiiiiiii e $ 91,230 $ 2,807 $ —
Accrued salaries and related eXpenses...........cccvevvveeenieeeennns 53,222 — 483
Accrued interest payable.............c.......... 11,615 — —
Retainages payable..........cocveiiiiiiiiie e 7,952 — —
Tax refunds payable.................. — 7,815 —
Unemployment benefits payable..........cccccevvieeniniiiceiiieenn — 2,675 —
Intergovernmental payables...........cccooeiieiiiiiene e — 3,698 187
Tuition benefits payable.........ccccovvieeeiiiieie e — — —
POIICY ClAIMS......eiiiiiiiei s — — —
Due to Other fUNAS.........cooveiiiiiierc e 28,390 507 205
Unearned revenues... 128,502 — —
DEPOSItS...eveeierieeeiieeeriee e 7,684 — —
Amounts held in custody for others..........ccccooeiiiiiiiciieiieene 10,704 — —
Securities lending collateral.............coovvveiiiieniiiee e 86,009 5,117 4,103
Liabilities payable from restricted assets:
— — 20,346
— — 76,170
— — 5,185
8,446 — —
General obligation bond anticipation notes payable................. 30,000 — —
General obligation bonds payable............cccoceriiiiiiiiniiicie 19,860 — —
Revenue bonds payable..........ccccvveeiiieiiiiieieeeee e 25,849 — —
Limited obligation bonds payable............cccooeeiiiiiiiiiiiiens — — —
Capital leases payable...........cccvviiieeiiiiieer e 6,688 — —
Compensated absences payable..........ccccceiviiiiiiiiiiiieiienen, 49,792 — 489
Other current liabilities .............. 3,605 — 1,748
Total current 1abilitieS........ueeeeeeeeeeeeeeeeee e 569,548 22,619 108,916
Long-term liabilities:
Retainages payable..........ooooiiiiniii e 2,582 — —
Tuition benefits payable.........ccccovcveeeeiiie i — — —
POIICY ClaIMS. .....eiiiiii s — — —
Interfund payables.........cocveeiiir e 37,899 — —
Unearned reVENUES..........c.coeeiereeienieaiesieeeeenees — — —
Other liabilities payable from restricted assets.... — — —
Notes payable........ccccooiiiiiiieiie e . 96,963 — —
General obligation bonds payable..........cccccovveeiiiieeeniine e 331,621 — —
Revenue bonds payable...........ccoceiiiiiiiiiiiie e 643,928 — 735,971
Limited obligation bonds payable............ccccceeiveiiiieiniine e — — —
Capital leases payable..........ccccooiiiiiiiniiiieee e 37,560 — —
Compensated absences payable.. 62,301 — 298
Other long-term liabilities..........cccooeriiiiiii e 60,042 — —
Total long-term liabilities...........cccceevieeeiiiie e 1,272,896 — 736,269
Total labilitieS......uveeeeeiiiiiiieiee e 1,842,444 22,619 845,185

The Notes to the Financial Statements are an integral part of this statement.
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State of South Carolina

FUNDS
Medical Education INTERNAL
University Assistance Nonmajor SERVICE
Hospital Authority Authority Enterprise Totals FUNDS

$ 47,565 $ 18,866 $ 6,787 $ 167,255 $ 11,357
26,786 — 13,567 94,058 4,422
143 — 1,301 13,059 969
14,913 — — 22,865 214

— — — 7,815 —

— — — 2,675 —
— — — 3,885 55

— — 9,119 9,119 —
— — 20,000 20,000 475,792
20,133 — 2,680 51,915 3,501
— — 12,148 140,650 156,898

— — — 7,684 —

— — — 10,704 —
— — 24,453 119,682 120,560

— 16,487 208 37,041 —

— — — 76,170 —

— — 50,075 55,260 —
12,287 — 5,445 26,178 5,106

— — — 30,000 —

— — — 19,860 —
5,220 — 1,114 32,183 1,470
— — — — 1,730
2,140 — 180 9,008 37
19,813 252 3,613 73,959 3,443
4,321 1,096 1,994 12,764 1,894
153,321 36,701 152,684 1,043,789 787,448

— — — 2,582 —

— — 180,298 180,298 —
— — 162,368 162,368 113,513
— — 9,133 47,032 4,749

— — 552 552 —

— 1,999 6 2,005 —
51,127 — 116,741 264,831 14,453

— — — 331,621 —
465,571 1,010,243 14,575 2,870,288 17,811
— — — — 7,622

1,301 — 179 39,040 —
— — 1,445 64,044 2,966

— 788 1,562 62,392 —
517,999 1,013,030 486,859 4,027,053 161,114
671,320 1,049,731 639,543 5,070,842 948,562

Continued on Next Page
|
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State of South Carolina

Statement of Net Assets

PROPRIETARY FUNDS (Continued)

June 30, 2008
(Expressed in Thousands)

ENTERPRISE
Higher Unemployment Housing
Education Compensation Authority
NET ASSETS
Invested in capital assets, net of related debt.............ccceeeeeenne $ 2,182,295 $ — $ 684
Restricted:
Expendable:
Unemployment compensation benefits.........ccccccveviveiiieenne — 262,499 —
EAUCALION. ..ot 196,551 — —
Capital projects 233,712 — —
DDt SEIVICE. ...ttt 36,375 — 55,360
LOAN PrOGraMIS. ...uveeieeeeeaiiiiiiitee e s st e e e e et e s reeeeeas — — 196,877
INSUraNCe ProgramsS.........oocuriiiieei it innees — — —
Nonexpendable:
EAUCALION. ...t 95,871 — —
UNFESHHCIEU. ... 563,460 — 46,969
Total NEt ASSELS...ccuiiiiiiiiiciiee e $ 3,308,264 $ 262,499 $ 299,890
Adjustment in Higher Education Fund related to consolidation of internal SErvice fUNAS ............ccooiiiiiiieii e
NEt ASSELS Of DUSINESS-TYPE ACTIVITIES . .. .uei ittt ettt h et b e ettt e bt e e ab e e bt e oAb e e eb e e e At e e ehe e 2ab e e ehbe e ke e eh b e e beeeabeeabseenbeesbneabee e

The Notes to the Financial Statements are an integral part of this statement.
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State of South Carolina

FUNDS
Medical Education INTERNAL
University Assistance Nonmajor SERVICE
Hospital Authority Authority Enterprise Totals FUNDS
$ 80,806 $ 223 $ 51,349 $ 2,315,357 $ 98,319
— — — 262,499 —
— — 27,360 223,911 —
— — 2,504 236,216 —
78,306 97,272 25,600 292,913 —
— 46,116 — 242,993 20,000
— — — — 316,764
— — 32,055 127,926 —
78,741 1,218 (36,439) 653,949 (22,204)
$ 237,853 $ 144,829 $ 102,429 4,355,764 $ 412,879

................................................................................................................................ 2,221

................................................................................................................................ $ 4,357,985
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State of South Carolina

Statement of Revenues, Expenses,

and Changes in Fund Net Assets

PROPRIETARY FUNDS

For the Fiscal Year Ended June 30, 2008
(Expressed in Thousands)

ENTERPRISE
Higher Unemployment Housing
Education Compensation Authority
Operating revenues:
ASSESSIMENTS.......eeuiteietenieeeseeteieeeeseseeseeteseseesesteseaeeseaseseaseaessasesaeaneas $ — $ 279,427 $ —
Charges fOr SEIVICES........cuiiiiiiiieiiieeie e 1,304,079 — 11,390
CONEMBULIONS......ooiiiiiiii e — — —
Interest and other investment iINCOME............cccvvveiieienecnece e — — 55,547
Licenses, fees, and permitS..........coocueieiiiiieiiiiee s — — —
Operating revenues pledged for revenue bonds...........ccccoceeniiennenne 167,329 — —
Federal operating grants and contracts 520,778 40,883 —
State operating grants and CONracts..........ccocveerereneeiiieesiee e 201,644 — —
Local/private operating grants and contracts.........c.coccceeeeviieeeiiiieeenne 79,142 — —
Other Operating rEVENUES. .........cocuviiiiiiieeiieenie ettt 51,782 26,022 —
Total operating reVENUES........ccocuieiiierieerieeere e 2,324,754 346,332 66,937
Operating expenses:
General operations and administration............c.cceveeviienieenieeennens 2,995,054 264 10,050
Benefits and claims.............. — 449,511 —
Tuition plan disbursements.. — — —
INEEIESL.. .o s — — 40,273
Depreciation and amortization..............ccoeceeiieeiieeiee e 155,839 — 727
Scholarships and fellowships...........ccccoviiiiiiiiiiiee 200,269 — —
Other operating EXPENSES. ........coiviiiiieiiieiieeiee et — — 4,272
Total operating EXPENSES....c.uciiii it 3,351,162 449,775 55,322
Operating iNCOMe (I0SS)......cciuiiiiiiiiieiie e (1,026,408) (103,443) 11,615
Nonoperating revenues (expenses):
Federal and local government appropriations..............cccoceveeieeionnene 70,382 — —
INEEIEST INCOME......eiiiiiiii et 32,382 11,914 —
Contributions.............ccccevveeee.. . 98,245 — —
Federal grants and contracts......... . 9,203 — 122,526
Local/private grants and contracts. 6,590 — —
INTErEST EXPENSE. ...ciuiiiiiii ettt ettt (47,793) — —
Net other nonoperating revenues (EXPENSES).........ccveuveervieneeriueenns 1,856 — (118,830)
Total nonoperating revenues (EXPENSES)......cccoueercvveriieerireennens 170,865 11,914 3,696
Income (loss) before other revenues, expenses,
losses, and tranSfers......oocoviciiiiicieee s (855,543) (91,529) 15,311
Capital CoNtribULIONS..........cociiiiiiiiici e — — —
Federal capital grants and CONracts...........ccocvverieriieenie e 17,678 — —
Local/private capital grants and contracts. 28,867 — —
Special items...........c........ . — — —
Additions to endowments. 14,079 — —
TrANSTEIS M.t e 1,075,759 85 400
TrANSTEIS OUL......eiiiiiii e (20,960) (1,490) (250)
Change iNn Net ASSEtS.......uviiiiiie e 259,880 (92,934) 15,461
Net assets at beginning of year..........ccocceiieiiiniiiine e 3,048,384 355,433 284,429
Net assets at end Of year........c.oovveiiiiiiiiiici $ 3,308,264 $ 262,499 $ 299,890
Adjustment in Higher Education Fund related to consolidation of internal Service funds.......... ... e e e
Change in net assets Of DUSINESS-TYPE ACTIVITIES ... ... i e ettt et e e e e e e e aee s

The Notes to the Financial Statements are an integral part of this statement.
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State of South Carolina

FUNDS
Medical Education INTERNAL
University Assistance Nonmajor SERVICE
Hospital Authority Authority Enterprise Totals FUNDS
$ — $ — $ — $ 279,427 $ —
802,380 71,054 350,310 2,539,213 2,003,258
— — 11,590 11,590 —
— 8,756 (3,628) 60,675 960
— — — — 3
— — 2,273 169,602 —
— — — 561,661 —
— — — 201,644 —
— — — 79,142 —
19,502 — 37,120 134,426 63,458
821,882 79,810 397,665 4,037,380 2,067,679
794,161 20,399 288,163 4,108,091 384,998
— — 12,292 461,803 1,830,591
- - (5,844) (5,844) —
_ 52,444 — 92,717 7
32,379 436 5,416 194,797 16,108
— — — 200,269 —
— 3,970 6,011 14,253 6,100
826,540 — 77,249 306,038 —5066,086_ 2,237,804
(4,658) 2,561 91,627 (1,028,706) (170,125)
— — — 70,382 —
3,440 — 4,400 52,136 53,647
— — 2,736 100,981 —
— — — 131,729 —
— — 203 6,793 —
(17,881) — (6,622) (72,296) (2,215)
— 4,342 (3,396) (116,028) (232)
(14,441) 4,342 (2,679) 173,697 51,200
(19,099) 6,903 88,948 (855,009) (118,925)
— — 81 81 —
— — — 17,678 —
— — 18 28,885 —
— — — — 5,611
— — 5,039 19,118 —
— — 727 1,076,971 19,028
(552) — (38,446) (61,698) (22,297)
(19,651) 6,903 56,367 226,026 (116,583)
257,504 137,926 46,062 529,462
$ 237,853 $ 144,829 $ 102,429 $ 412,879
................................................................................................................................. (2,404)

................................................................................................................................. $ 223,622
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State of South Carolina

Statement of Cash Flows
PROPRIETARY FUNDS

For the Fiscal Year Ended June 30, 2008
(Expressed in Thousands)

The Notes to the Financial Statements are an integral part of this statement.

ENTERPRISE
Higher Unemployment Housing
Education Compensation Authority
Cash flows from operating activities:
Receipts from customers, patients, and third-party payers $ 1,327,698 $ — $ —
ASSESSMENLS IECEIVEM. ...t . — 281,050 —
Grants reCeIVEM. ........coiuiiiiieiiie e 792,497 37,920 —
Receipts from collection of loans and notes...........ccc.ccocvvveiieennn. 379,681 — 133,912
Receipts of funds held for others...........c.cccoooiiiiiiie 203,623 — —
Internal activity—payments from other funds.............cccoccevviiinicnnns 73,683 — —
Tuition plan contributions received................ — — —
Other operating cash reCeipts...........ccoovverveiinicneee e 34,852 23,581 9,745
Claims and benefits paid...........ccccocceriennennn. — (453,324) —
Payments to suppliers for goods and services............ccccoevevrvennennn. (1,056,462) — (5,740)
Payments t0 emMPIOYEES. ........coiviiiiiiiiiiii e (1,953,239) — (7,124)
Payments for scholarships and fellowships... (169,762) — —
Loans issued to students............... (376,356) — —
Payments of funds held for others (161,354) — —
Program 10ans iSSUEM...........cceevviiiiiiiiiiiiecc e — — (194,955)
Internal activity—payments to other funds...........c.cccoveieiiinniiinenn, — — —
Other operating cash payments...........cccoeivverrieiiieiie i (2,183) (264) —
Net cash provided by (used in) operating activities................. (907,322) (111,037) (64,162)
Cash flows from noncapital financing activities:
State, county, and local appropriations. ...........c.ccveuveveeiiiiniienciienns 59,182 — —
Federal appropriations.............c.cccove..e. 13,325 — —
Funds held for others.... 303 — —
Principal payments received from other funds. — — —
Principal payments made to other funds.............ccocveviiiiiiiniciines — — —
Receipt of interest from other funds...........cccocoeiiiiiiniine, — — —
Interest payments made to other funds.. — — —
Loans received from other funds.............ccccceennennen. — — —
Proceeds from sale of noncapital revenue bonds... — — 180,173
Principal payments on noncapital revenue bonds..............cccceovenen. — — (66,885)
Principal paid on noncapital debt..............cccooviiiiiiiiie — — —
Interest payments on noncapital debt..............cccocveiiiiiiiiiiniiienn, (223) — (38,182)
Payment of bond iSSuance COStS...........cocvveiiieiiiiniiienicce e — — (1,232)
Gifts and grants for other than capital purposes.. 165,450 — —
Federal revVeNnUEe............ceeviiieiiiiie e — — 122,526
Payments from Federal grants..............ccoceeviniiniiecnnn. — — (118,830)
Special refund to participants in Insurance Reserve Fund................ — — —
Other cash receipts ........ccccciiiiiiiii e 3,688 — —
Other cash PayMeNts .........cccooiiiiiiiiiii e (987) — —
Transfersin...... " 1,076,107 85 12,815
TrANSTEIS OUL....eiiiiiieiie et (22,367) (1,490) (12,665)
Net cash provided by (used in)
noncapital financing activities..........ccocceviiiicii i 1,294,478 (1,405) 77,720




State of South Carolina

FUNDS
Medical Education INTERNAL
University Assistance Nonmajor SERVICE
Hospital Authority Authority Enterprise Totals FUNDS
$ 766,862 $ 122,051 $ 325,159 $ 2,541,770 $ 1,474,355
— — 111,090 392,140 —
— — 830,417 —
— 336,220 — 849,813 —
— — — 203,623 —
— — — 73,683 529,320
— — 24,247 24,247 —
20,882 — 53,077 142,137 120,354
— — (143,264) (596,588) 1,029,434
(314,679) (96,042) (117,639) (1,590,562) (3,114,795)
(377,446) (2,916) (165,483) (2,506,208) (78,494)
— — — (169,762) —
— — — (376,356) —
— — — (161,354) —
— (519,409) — (714,364) —
(73,683) — 386 (73,297) (12,112)
— — (13,964) (16,411) (3,011)
21,936 (160,096) 73,609 (1,147,072) (54,949)
— — — 59,182 —
— — — 13,325 —
— — — 303 —
— — — — 1,356
— — (4,256) (4,256) (1,709)
— — — — (1,095)
— — (610) (610) —
— — — — 8,358
— 131,700 — 311,873 —
— (147,354) — (214,239) —
— — (1,350) (1,350) —
— (49,288) (2,760) (90,453) —
— (685) — (1,917) —
— — 7,992 173,442 —
— — — 122,526 —
— — — (118,830) —
— — — — (20,000)
— — — 3,688 —
— — (6,955) (7,942) —
— — 1,217 1,090,224 19,028
(552) — (39,231) (76,305) (22,297)
(552) (65,627) (45,953) 1,258,661 (16,359)

Continued on Next Page
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State of South Carolina

Statement of Cash Flows
PROPRIETARY FUNDS (Continued)

For the Fiscal Year Ended June 30, 2008
(Expressed in Thousands)

Cash flows from capital and related financing activities:
Capital appropriatioNS..........cocveie it
Acquisition of capital 8SSEtS ........cccccverieiiiiiiii i
Principal payments on notes payable ..........cccccoiiiiiiiiiiieniiieeeen,
Principal payments on limited obligation bonds...............cccccceviienee.
Proceeds from issuance of capital debt.............ccccoiiiiiiiiinne,
Principal paid on capital debt and lease.....
Interest payments on capital debt...........
Payment of agent and broker fees............c.cc......
Proceeds from sale or disposal of capital assets...........ccccccevvveennee
Capital grants and gifts received............ccouvvieeiiiiiiec i
Net cash used in capital and related
financing actiVities........ccocvviviiiiiiii

Cash flows from investing activities:
Proceeds from sales and maturities of investments................cc......
Purchase of iNVESIMENLS .........ccoviiieiiiiie e
Interest and dividends on investments
Transfer of endowment funds.............cccceeeeeee.
Collection of escrow payments from bOrrower............cccocceeeeeiiieeeene

Net cash provided by investing activities..........ccccccvevviieenrnnen.

Net increase (decrease) in cash and cash equivalents.....................

Cash and cash equivalents at beginning of year.........ccccceveienennne
Cash and cash equivalents at end of year..........cc.ccevvviiiiiiciienn.

Reconciliation of operating income (loss) to net cash
provided by (used in) operating activities:
Operating iNCOME (I0SS) .....vviiiiiiiie et
Adjustments to reconcile operating income (loss)
to net cash provided by (used in) operating activities:
Depreciation and amortization .
Provision for bad debts...........ccccceeviininnnnn. .
Realized gains and losses on sale of assetS........ccccvvveeeiiiiieeeninnen.
Net (increase) decrease in the fair value of investments..................
Issuance of 10ans and NOLES...........cccooiiriieriiiniience e
Collection of 10ans and NOLES..........ccouiiiiieriieiie e
Interest payments reclassified as noncapital financing activities......
Interest and dividends on investments and interfund loans
Amounts received for payment of claims...........ccccceeeevnnene .
Payment of CIaIMS.........ccuiiiii e
Elimination of claims liability due to transfer of LTDI Plan................
Other nonoperating reVeNUES...........c.veeeviiieeeiieeeesiiee e
Other nonoperating expenses....

The Notes to the Financial Statements are an integral part of this statement.

ENTERPRISE
Higher Unemployment Housing
Education Compensation Authority

$ 4,001 $ — $ —
(456,207) — (53)

(4,141) — —

250,726 — —

(61,083) — _

(43,644) — —

78 — —

25,956 — —
(284,314) — (53)

97,445 — —
(105,356) — 749
52,429 11,871 11,610

(30,695) — -
13,823 11,871 12,359
116,665 (100,571) 25,864
1,005,312 318,823 229,741
$ 1,121,977 $ 218,252 $ 255,605
$ (1,026,408) $ (103,443) $ 11,615
155,839 — 727

287 — —
— — 98
_ — (194,955)
— — 89,753
— — 40,104
— — (10,963)

1,038 — —

(1,072) — —
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State of South Carolina

FUNDS
Medical Education INTERNAL
University Assistance Nonmajor SERVICE
Hospital Authority Authority Enterprise Totals FUNDS
$ — $ — $ — $ 4,001 $ —
(139,797) (79) (3,438) (599,574) (14,777)
— — — (4,141) —
— — — — (1,640)
48,796 — — 299,522 —
(9,302) — (4,850) (75,235) (523)
(28,210) — (5,367) (77,221) —
(2,528) — (28) (2,556) —
3 — 463 544 998
— — 99 26,055 —
(131,038) (79) (13,121) (428,605) (15,942)
6,094 — 107,604 211,143 709,570
(2,491) — (72,612) (179,710) (759,746)
6,131 9,751 12,254 104,046 55,754
— — — (30,695) —
_ — 1,422 1,422 —
9,734 9,751 48,668 106,206 5,578
(99,920) (216,051) 63,203 (210,810) (81,672)
169,765 389,810 270,768 2,384,219 618,908
$ 69,845 $ 173,759 $ 333,971 $ 2,173,409 $ 537,236
$ (4,658) $ 2,561 $ 91,627 $ (1,028,706) $ (170,125)
32,379 436 5,416 194,797 16,108
89,853 589 42,482 133,211 —
— — (89) 9
— — 4,413 4,413
— (37,455) — (232,410) —
— 36,822 — 126,575 —
— 52,444 — 92,548 —
— (8,831) 3,628 (16,166) —
— — 109,418 109,418 —
— — (114,719) (114,719) —
— — — — 25,611
— — 3,659 4,697 3,910
— — 398 (674) (3,396)
37 — (155) (118) —

Continued on Next Page
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State of South Carolina

Statement of Cash Flows
PROPRIETARY FUNDS (Continued)

For the Fiscal Year Ended June 30, 2008
(Expressed in Thousands)

Effect of changes in operating assets and liabilities:
Accounts receivable, NEet....... ..o
Receivable from participants, Net............cccovvveiiiiiiiiiici e
ACCIUE INEEIESE.....eiiiiiiii ittt
Loans receivable............cccoovviiiiiiiiiniee
Due from Federal government and other grantors
Due from other funds..........cccooeviiinicniniiiee
INVENTOTIES. ....eeie ettt snbee e
Oher @SSELS. ...coiueiiiiiiiie et
Accounts payable
Accrued salaries and related eXpenSes..........ccevveeriieiieeniieeneeeie.
Accrued interest payable...........cueooiiiiiiiiie e
Retainages payable............cocoiiiiiiiiiiiiiee
Tax refunds payable.............cooviiiiiiii
Unemployment benefits payable............ccocooiiiiiiiiciiee e,
Intergovernmental payables............ccocovviiiiiiiiiiiiiec
Tuition benefits payable...........ccoccoiiiiiii e,
Policy claims
Due t0 Other FUNAS........c.eiiiiiiiieiie e
UNEAINEd FEVENUES ........ooviiiiiiieitiieiie ettt
DEPOSIES. ..conveeiieeiiiie e
Liabilities payable from restricted assets
Compensated absences payable .............
Other labilities.........cocviiiiiiie e

Net cash provided by (used in) operating activities..................

Noncash capital, investing, and financing activities:
Acquisition of capital assets through:
Assumption of liabilities...........cccooiiiiiiii e
DONALIONS......eiiee ittt as
Disposal of capital aSSetS.........cciuiiiiiiiiiiiieiiee e
Increase (decrease) in fair value of investments............ccccceeeeeennns
Decrease in investments for amortization and accretion..................
Accrual of arbitrage iINCOME.........cccviiiiiiiiiiiieeeeee e
Long-term debt forgiven
Other NONCASh ACHVILY..........oviiiiiiiiiicc e

Total noncash capital, investing, and financing activities.........

The Notes to the Financial Statements are an integral part of this statement.

ENTERPRISE
Higher Unemployment Housing
Education Compensation Authority
(83,775) $ (2,415) $ (8)
— — (5,272)
(1,840) —
1,040 215 (1,283)
(10,743) (26) —
(555) — —
3,270 (23) 2,328
34,413 1,584
3,957 — 21
(280) — —
— 1,646 —
— (5,743) —
— 346 (61)
8,153 (3,178) 179
(10,028) — _
1,790 — —
— — 2,150
7,412 — 54
10,180 — 1,351
(907,322) $ (111,037) $ (64,162)
1,902 $ — $ —
3,129 — —
(1,047) — —
(12,152) — (36)
227 — —
(7,941) $ — $ (36)
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State of South Carolina

FUNDS
Medical Education INTERNAL
University Assistance Nonmajor SERVICE
Hospital Authority Authority Enterprise Totals FUNDS
$ (122,123) $ 9,781 (43,833) $ (242,373) $ (282)
— — 12,657 12,657 —
— — — (5,272) (55)
— (197,214) (1,741) (200,795) —
— _ _ (28) _
— — (11,010) (21,779) 33,942
(6,096) — 341 (6,310) 1,470
(1,811) — 312 4,076 2,553
25,382 (18,649) 866 43,596 (6,566)
— — 126 4,104 89
— - - - (56)
— — — (280) 201
— — — 1,646 —
— — — (5,743) —
— — — 285 —
— — (14,134) (14,134) —
— — (16,253) (16,253) 30,153
13,898 — 280 19,332 1,553
(4,925) — (876) (15,829) 9,992
— — — 1,790 —
— — — 2,150 —
— (20) 473 7,919 (51)
— (560) 323 11,294 —
$ 21,936 $ (160,096) 73,609 $ (1,147,072) $ (54,949)
$ 3,412 $ — 52 $ 5,366 $ —
— — — 3,129 —
— — — (1,047) —
499 — (13,069) (24,758) (2,199)
— — — — (138)
— 4,342 — 4,342 —
— — — 227 —
— — 22 22 —
$ 3,911 $ 4,342 (12,995) $ (12,719) $ (2,337)
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State of South Carolina

Statement of Fiduciary Net Assets
FIDUCIARY FUNDS

June 30, 2008
(Expressed in Thousands)

Pension and

Other Post- Investment Trust
Employment Local Government Private-Purpose
Benefit Trust Investment Pool Trust Agency
ASSETS
Cash and cash equivalents............c.cccceuene $ 1,881,564 $ 2,007,837 $ 28,221 228,718
Receivables, net:
ACCOUNTS......oeviiieiiiiie e — —_ — 11,129
CoNtribULIONS........eeiiiiiiieeee e 174,688 — — —
Employer long-term..........ccoccevvveeneennnnn. 596 — — —
Accrued iNterest........cocoevcveineeniieeniecnnee, 89,285 1,959 969 3,669
Unsettled investment sales.............cccceoe. 823,264 — 1,319 —
Other investment receivables................... 4,479 — — —
TAXES...uiiiiiiieiie e — —_ — 2,622
Total receivables...........cccceeeeciieieniiinnnn. 1,092,312 1,959 2,288 17,420
48,273 — — 57,289
Investments, at fair value:
Short term Securities..........ccceevvverieenneee 101,615 — — —
Debt-domestiC.......ccoeeeeiieiir e 6,304,638 371,624 — —
Debt-international...........ccccccoveiiieiiiiennnne 3,531,498 — — —
EqQUity-dOmEeSLiC.......eevireeiiieiiiciieceeees 6,171,292 — — —
Equity-international.............c.cccoeieiiiennnnen. 485,689 — — —
Alternatives.......... . 8,245,834 — — _
Financial and other........cccccccccoiiiiiiiiinnnn, 4,309 153,502 1,064,117 32,682
Total investments............cccccvvveeeeeeeeeeennn. 24,844,875 525,126 1,064,117 32,682
Securities held in lieu of surety bonds......... — — — 292,471
Invested securities lending collateral........... 3,798,826 — 3,805 19,132
Capital assets, Net ........cccvvvvereeriieeiiene 3,459 — — —
Prepaid items.........cocveriiinieeiceee e 290 — — —
Other assets.......oocvevviieiiieiiiecec e — — 5,054 —
Total @SSetS...covvveiiereeiiiiiieeiiennene 31,669,599 2,534,922 1,103,485 647,712
LIABILITIES
Accounts payable.........cccccccveviiiiiiienieen, 17,545 — 1,148 16,293
Accounts payable—unsettled investment
PUIChASES......eiiiiiiiiieeec e 106,027 — 865 —
Due to other funds..........cccceevieiiiiincnnnen. 38,345 — — —
Tax refunds payable..........ccccoeevvvineennenne — — — 2,696
Intergovernmental payables..........c.ccccceen. — — — 2,196
[D1=T o To Y | TSR — — — 4,983
Amounts held in custody for others............. — — — 602,412
Deferred retirement benefits..............cccoe.. 552,260 — — —
Securities lending collateral.................c....... 3,798,826 — 3,805 19,132
Other liabilities........cccooeriiiieiieiieeee 189,229 — — —
Total [iabilities.......cccevveueererreerenn. 4,702,232 — 5,818 647,712
NET ASSETS
Held in trust for:
Pension and other post-employment
benefits......cooviiie 26,967,367 — — —
External investment pool participants........ — 2,534,922 — —
Other PUIPOSES. ....cccvvviiiieeiiie e — — 1,097,667 —
Total net assets.........coovvnininnnn. $ 26,967,367 $ 2,534,922 $ 1,097,667 —

The Notes to the Financial Statements are an integral part of this statement.
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State of South Carolina

Statement of Changes in
Fiduciary Net Assets

FIDUCIARY FUNDS

For the Fiscal Year Ended June 30, 2008
(Expressed in Thousands)

Pension and
Other Post-

Investment Trust

Employment Local Government Private-Purpose
Benefit Trust Investment Pool Trust
Additions:
Licenses, fees, and PermitS..........cccevieiriienieeiie e $ — $ — 165
Contributions:
EMPIOYET ... 1,281,262 — —
EMPIOYEE. ... 618,576 — —
Deposits from pool participants — 5,924,244 —
TUItION PIaN AEPOSILS. ....cciiiiiiieiiiie et — — 168,256
Total contribUtioONS.........ccoiiiic e 1,899,838 5,924,244 168,256
Investment income:
Interest income and net depreciation in investments..................... (696,256) 96,744 (70,604)
Securities 1ending INCOME...........cooiiiiiiiie e 209,364 3,281 —
Total iINVeStMent INCOME........cciiiiiiiii e (486,892) 100,025 (70,604)
Less investment expense:
INVESIMENT EXPENSE. ....oeiiiiiieieieie e 67,017 — —
Securites lending expense.... 178,150 3,107 —
Net INVESIMENT INCOME........eiiiiiiiie e (732,059) 96,918 (70,604)
Assets moved between pension trust funds............cccoceeviiiiiennnens 2,119 — —
Total @dditiONS.....c.cocviiieiiee e 1,169,898 6,021,162 97,817
Deductions:
Regular retirement benefits........ 1,849,862 — —
Supplemental retirement benefits.. . 1,373 — —
Deferred retirement benefits...........cooviiiiiiiiiie e 219,427 — —
Refunds of retirement contributions to members............cccccocenen. 93,094 — —
Group life insurance claims..........cccocvevcvienieennen. 19,969 — —
Accidental death benefits..... 1,447 — —
Other post-employment benefits. 42,505 — —
Withdrawals, pool partiCipants. ...........cceveeiiienieenieesee e — 5,704,751 —
Distributions to pool partiCipants.............ccceeveriiiniiiicii e — 94,338 —
Depreciation 118 — —
AdMINISLrative EXPENSE.......cciiiiiiieiiiiie ettt 21,397 135 7,911
Payments in accordance with trust agreements............ccocceveveeneenns — — 103
Other eXPENSES........c.coiviiiieiiiii e — — 206
Assets moved between pension trust funds... 2,119 — —
Total dedUCTIONS. ..o 2,251,311 5,799,224 8,220
Change in Net @SSEeIS.....cceiuiiiiieiiieie e (1,081,413) 221,938 89,597
Net assets at beginning of year........c.ccoccveiiiiiiiiiiii 28,048,780 2,312,984 1,008,070
Net assets at end Of YEaAr......cccccveviiiriier e $ 26,967,367 $ 2,534,922 1,097,667

The Notes to the Financial Statements are an integral part of this statement.
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State of South Carolina

Statement of Net Assets

DISCRETELY PRESENTED COMPONENT UNITS

June 30, 2008
(Expressed in Thousands)

Connector
Public State 2000 Nonmajor
Service Ports Association, Lottery Component
Authority Authority Inc. Commission Units Totals
ASSETS
Current assets:
Cash and cash equivalents............ccccccoovviiiiniens $ 92,814 $ 191,867 $ 624 $ 10671 $ 42,810 $ 338,786
INVESTMENES.....eviiiiiieieie e 19,765 — 308 — 80,675 100,748
Invested securities lending collateral...................... — 50,158 — — 1,337 51,495
Receivables, net
ACCOUNLS ..o 152,049 25,750 — 33,214 2,520 213,533
Contributions ........ccveiiiiiii — — — — 3,278 3,278
Accrued INTErest ........cooveeiiiiiee e 3,049 — — 553 917 4,519
Due from Federal government and other grantors.. — — — — 16 16
Due from primary government..........ccocceeevveerveenne. — 167,541 — — 1 167,542
INVENTOMIES. ...t 308,398 5,415 88 1,934 — 315,835
Restricted assets:
Cash and cash equivalents..............ccccoeeieiiiens 119,431 — 2,342 463 16,224 138,460
INVESTMENTS......eeiiiiiiiecee e 85,814 — 5,702 — — 91,516
OtNE .. — — 1 — 29 30
Prepaid items..........ooiiiiiiii e 4,387 3,705 27 — — 8,119
Other current assets... . 24,579 91 — 3,004 119 27,793
Deferred charges.........cccoooveiiiiiiiiniciie e, — — — — 1,804 1,804
Total current assets........c.cevvveereeinieniee e 810,286 444,527 9,092 49,839 149,730 1,463,474
Long-term assets:
INVESTMENTS. ...uiiiiiiei e 86,387 8,167 — — 675,689 770,243
Receivables, net:
ACCOUNTS. ..t — — — — 1,679 1,679
CONtrBULIONS. ....eeeiiiiiiee e — — — — 36,629 36,629
Restricted assets:
Cash and cash equivalents............ccccccevvieneennnnn. 91,936 — 394 — — 92,330
Investments 258,614 — 10,474 — — 269,088
Other.....ccoooeiviiiiiennen, — — 439 — — 439
Other long-term assets.........cccccvvieeiiieniiecnieennen. 1,126 9,782 — 4,960 565 16,433
Deferred charges.........cccoooeiiiiiinicineee e, 476,259 16,142 3,850 — — 496,251
Investment in joint venture..........cccceevceveeviieee s 7,651 — — — — 7,651
Non-depreciable capital assets............ccceeeeiieene 1,007,370 247,387 — — 8,971 1,263,728
Depreciable capital assets, net...........cccceeveveeeenns 3,253,421 291,734 157,500 1,201 570 3,704,426
Total long-term assetS.......ccccevvveeeiiiieeesiiieeens 5,182,764 573,212 172,657 6,161 724,103 6,658,897
Total @SSELS...eiiiiiirieieee e $ 5993050 $ 1,017,739 $ 181,749 $ 56,000 $ 873,833 $ 8,122,371

The Notes to the Financial Statements are an integral part of this statement.
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State of South Carolina

Statement of Net Assets

DISCRETELY PRESENTED COMPONENT UNITS (Continued)

June 30, 2008
(Expressed in Thousands)

LIABILITIES
Current liabilities:
Accounts payable.........coccooiiiiiiii
Accrued salaries and related expenses.
Accrued interest payable..............ccce.ee.
Retainages payable........ .
Prizes payable.........cccccooiiiiiiiiin
Intergovernmental payables............cccoccceeriiiennnee
Policy claims.........cc.cccoeeenee.
Due to primary government.............c........
Deferred revenues and deferred credits... .
DEPOSIES. .. eveieiiiiie ettt
Amounts held in custody for others......................
Securities lending collateral.............c.ccccovivienninns
Liabilities payable from restricted assets:
Accounts payable..........c.ccociiiiiiiiiiiiee s
Accrued interest payable
Notes payable.................... .
Revenue bonds payable............cccocceniiniiinnnn
Capital leases payable...........ccovevveiiiiiiiciiienns
Commercial paper NOteS........coocuvvieeiiieeriieeiieenane
Compensated absences payable...............ccc......
Other current liabilities...........cccoccevviiiniiinenns

Total current liabilities...........ccccccoveieeeccieeecnne.

Long-term liabilities:

Retainages payable...........ccccoooiiiiiiiiiniiinees
Policy claims........ocoeiiiiiiiiiieee e,

Deferred revenues and deferred credits... .
Amounts held in custody for others......................
Notes payable.........ccoeveiiiiiiniiice
Revenue bonds payable............cccocceiiiiiiineennn
Capital leases payable............ccccocveviiiniinicnnnn.
Compensated absences payable.
Other long-term liabilities...........ccccoiiiiieiiene.

Total long-term liabilities..........ccccccveviiiieeennnnnn.
Total liabilities.....cccooceveiiieiiec e

NET ASSETS (DEFICITS)
Invested in capital assets, net of related debit.........
Restricted:

Expendable:
Education..........cccooviiiiiiiiinicc
Capital projects
Debt SENVICe.......oiiiiiiiiciic

Nonexpendable, education............ccccevvvvveennnnnn.
UNrestricted.........uvevveeeeiiiiiiiiecee e

Total net assets (defiCit).....cccocevvevriineennnn.

Public State Nonmajor
Service Ports Lottery Component
Authority Authority Commission Units Totals
184,192 13,533 $ 3,445 2,131 203,447
7,875 1,945 808 105 10,733
85,068 6,746 — — 91,814
— 1,962 — — 1,962
— — 29,477 — 29,477
— 18 — 270 288
2,140 — — 35,000 37,140
— — 18,651 136,774 160,922
— — 720 26,597 27,509
— — — — 14
— — — 1,292 1,292
— 50,158 — 1,337 51,495
— — — 1,893 1,893
— — — — 1,766
— 345 — 5 350
101,695 3,515 — — 111,410
2,564 15 — — 2,579
283,252 — — — 283,252
— 2,722 492 52 3,266
69,415 16,454 104 509 86,482
736,201 97,413 53,697 205,965 1,107,091
55,652 — — — 55,652
— — — 161,995 161,995
290,604 — — — 290,604
— — — 2,699 2,699
— 1,639 — 21 1,660
3,341,790 127,308 — — 3,765,997
7,834 — — — 7,834
16,090 — 639 a7 16,776
34,341 — — 9,515 43,856
3,746,311 128,947 639 174,277 4,347,073
4,482,512 226,360 54,336 380,242 5,454,164
508,590 402,803 1,201 9,541 870,419
— — — 206,942 206,942
26,087 1,790 — — 27,877
107,283 6,384 — — 119,945
169,833 — 463 2,366 172,662
— — — 329,898 329,898
698,745 380,402 — (55,156) 940,464
$ 1,510,538 791,379 $ 1,664 493591 $ 2,668,207
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State of South Carolina

Statement of Activities

DISCRETELY PRESENTED COMPONENT UNITS

For the Fiscal Year Ended June 30, 2008
(Expressed in Thousands)

Public Service AUthOrity.........cccooveeiiiieire,

State Ports Authority

Connector 2000 Association, INC........cccccvvevieeeiiinenn.
Lottery COMMISSION........coeiiiiiiiiiieeiiiiee e
Nonmajor COmMpoNENt UNItS.........c.eeervvveerrereeriieeesnineen

Program Revenues

Operating Capital

Charges for Grants and Grants and

Expenses Services Contributions Contributions
$ 1,408,315 $ 1,469,504 $ 24,963 $ —

124,585 165,537 9,445 26,589
26,949 5,453 961 —
998,414 995,955 1,067 —
111,900 47,807 54,882 —

$ 2,670,163 $ 2,684,256 $ 91,318 $ 26,589

The Notes to the Financial Statements are an integral part of this statement.
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Net
(Expense) Net Assets (Deficit) Net Assets (Deficit)
Revenue Beginning of Year End of Year
$ 86,152 $ 1,424,386 $ 1,510,538
76,986 714,393 791,379
(20,535) (108,430) (128,965)
(1,392) 3,056 1,664
(9,211) 502,802 493,591
$ 132,000 $ 2,536,207 $ 2,668,207
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State of South Carolina

Notes to the Financial Statements

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a. Scope of Reporting Entity

The South Carolina General Assembly (an elected legislative body) and several elected executives govern the State of
South Carolina. The accompanying financial statements present the activities of the State of South Carolina’s primary
government and its component units.

Component units are legally separate organizations for which the State is financially accountable. Blended component
units, although legally separate from the State, are part of the State’s operations in substance. Accordingly, the State presents
them as funds in its fund financial statements and as activities in its government-wide financial statements. In contrast, the
State excludes its discretely presented component units from the fund financial statements included within its basic financial
statements and it reports the discretely presented component units separately in its government-wide financial statements.

As explained more fully below, the State’s primary government and its component units include various State funds,
agencies, departments, institutions, authorities, and other organizations.

Primary Government

The State’s primary government includes all constitutional offices, departments, agencies, commissions, and authorities
unless otherwise noted below. Most of these have executives or boards appointed by the Governor, the General Assembly, or
a combination thereof. These entities are financially accountable to, and fiscally dependent on, the State.

Although they operate somewhat autonomously, the entities listed below are included in the State’s primary government
because they lack full corporate powers.

Fiscal year ended June 30, 2008:
State Housing Finance and Development Authority
South Carolina Education Assistance Authority
Jobs-Economic Development Authority
Patriots Point Development Authority

Fiscal year ended December 31, 2007:
The Public Railways Division of the Department of Commerce

The State’s five retirement systems and two post-employment benefit trust funds are part of the State’s primary
government. The State Budget and Control Board, which consists of five elected officials, serves as trustee of the systems
and the trust funds. The State Treasurer is custodian of the funds.

The State reports ten State-supported universities and sixteen area technical colleges within its Higher Education Fund as
part of the primary government. Although the universities and colleges operate somewhat autonomously, they lack full
corporate powers. In addition, the Governor and the General Assembly appoint most of their boards and budget a significant
portion of their funds.

The accompanying financial statements exclude the related foundations listed in Note 20 because, based on the criteria
provided by GASB Statement No. 39, the State does not significantly influence operations of the related foundations nor are
the related foundations accountable to the State for fiscal matters.

Blended Component Units

U